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HEALTH REFORM IN THE 21ST CENTURY: 
PROPOSALS TO REFORM THE HEALTH SYSTEM 


WEDNESDAY, JUNE 24, 2009 

U.S. House of Representatives, 
Committee on Ways and Means, 

Washington, DC. 

The Committee met, pursuant to notice, at 9:09 a.m., in room 
1100, Longworth House Office Building, Hon. Charles B. Rangel 
(Chairman of the Committee), presiding. 

[The advisory announcing the hearing follows:] 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3625 

June 24, 2009 

Chairman Rangel Announces a Hearing on 
Health Reform in the 21st Century: 
Proposals To Reform the Health System 

House Ways and Means Chairman Charles B. Rangel (D-NY) announced today 
that the Committee will hold a hearing to examine proposals to reform the health 
system. This is the sixth hearing in the series on health reform in the 111th Con- 
gress. The hearing will take place at 9:00 a.m. on Wednesday, June 24, 2009, 
in the main Committee hearing room, 1100 Longworth House Office Build- 
ing. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will he from the invited witnesses only. However, any individual or organi- 
zation not scheduled for an oral appearance may submit a written statement for 
consideration by the Committee and for inclusion in the printed record of the hear- 
ing. 

BACKGROUND : 

Rising health costs threaten access for the 250 million people with insurance and 
undermine the competitiveness of American companies. In addition, nearly 46 mil- 
lion people lack coverage today and millions more have coverage that fails to meet 
their needs. A reformed health system must build on what works in our current sys- 
tem to expand access, while minimizing disruption for people who have coverage 
and helping to slow the rise in health costs. Recent studies have indicated that half 
of all bankruptcies are the result of serious illness and medical debt, and many of 
these families have coverage. 

The Committee has held five health reform hearings this year to examine the cur- 
rent state of various parts of the health system. These hearings build upon hearings 
and legislation that the Committee has undertaken in previous Congresses. Among 
other topics, these hearings have highlighted the need to improve the way care is 
delivered and the problems with the current insurance market. The hearings also 
stressed the importance of the employer-based system of health insurance and the 
need to improve and strengthen current programs like Medicare and Medicaid. 

The Committee has worked with the Committee on Energy and Commerce and 
the Committee on Education and Labor to develop a proposal that reflects President 
Obama’s health reform principles and will begin to rein in rising health care costs, 
protect current coverage, preserve choice of doctors, hospitals and health plans and 
ensure affordable, quality health care for all. 

In the coming days, this discussion draft health reform proposal will be released. 
This hearing will focus on that proposal as well as other proposals to reform the 
health system. 

“We have an historic opportunity to reform our Nation’s health care sys- 
tem, building on what works and fixing what is broken to reduce health 
care costs, protect current coverage and preserve choice for patients to 
guarantee affordable, quality care for all,” said Chairman Charles B. Rangel. 
“Health reform is critical to America’s economic recovery and I look for- 
ward to feedback from Members and witnesses so we can continue working 
to make this goal a reality.” 
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FOCUS OF THE HEARING : 

The focus of the hearing will he on the forthcoming proposal developed hy the 
Committees on Ways and Means, Energy and Commerce and Education and Labor 
and other proposals to reform the health system. 

DETATT.S FOR SUBMISSION OF WRITTEN COMMENTS: 

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear- 
ing record must follow the appropriate link on the hearing page of the Committee 
website and complete the informational forms. From the Committee homepage, 
http:lldemocrats.waysandmeans.house.gov, select “Committee Hearings.” Select the 
hearing for which you would like to submit, and click on the link entitled, “Click 
here to provide a submission for the record.” Once you have followed the online in- 
structions, complete all informational forms and click “submit” on the final page. 
ATTACH your submission as a Word or WordPerfect document, in compliance with 
the formatting requirements listed below, by close of business Wednesday, July 8, 
2009 . Finally, please note that due to the change in House mail policy, the U.S. 
Capitol Police will refuse sealed-package deliveries to all House Office Buildings. 
For questions, or if you encounter technical problems, please call (202) 225-1721. 

FORMATTING REQUIREMENTS: 


The Committee relies on electronic submissions for printing the official hearing record. As al- 
ways, submissions will be included in the record according to the discretion of the Committee. 
The Committee will not alter the content of your submission, but we reserve the right to format 
it according to our guidelines. Any submission provided to the Committee by a witness, any sup- 
plementary materials submitted for the printed record, and any written comments in response 
to a request for written comments must conform to the guidelines listed below. Any submission 
or supplementary item not in compliance with these guidelines will not be printed, but will be 
maintained in the Committee files for review and use by the Committee. 

1. All submissions and supplementary materials must be provided in Word or WordPerfect 
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and sub- 
mitters are advised that the Committee relies on electronic submissions for printing the official 
hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. All submissions must include a list of all clients, persons, and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone and fax numbers of each witness. 

Note: All Committee advisories and news releases are available on the World 
Wide Web at http:lldemocrats.waysandmeans.house.gov. 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225-1721 or 202-226- 
3411 TDD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 


Chairman RANGEL. The Committee on Ways and Means will 
come to order as we begin, I guess, our ninth hearing on health re- 
form. I want to thank the staffs, minority and majority, for bring- 
ing us to this point in our Nation’s history where we do see light 
at the end of the tunnel for one of the most serious domestic prob- 
lems our great Nation has faced. 

It is abundantly clear that we have a serious financial problem 
as the cost of health care escalates far beyond our imagination, and 
continues in this upward spiral. We have a moral obligation in 
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terms of the number of people who have lost their homes, gone into 
bankruptcy as a result of the costs of providing health care. And 
of course, we have a crisis in terms of the waste and inefficiency 
and the misuse of our resources by health providers that find us 
in need of changing the entire system. 

We hope at the end of the day that we are able to say that those 
people who find that their insurance meets their needs, that they 
should rest assured that we have enough problems without inter- 
fering with the relationship they have with private health insurers. 

They will have to be able to understand, however, that in their 
search for profit, there has to be basic sound principles that health 
care providers would have to be involved and support. One thing 
for certain: The whole idea that insurance companies can pick and 
choose the healthiest of their clients is wrong, and it will be cor- 
rected as we make certain that those people that have pre- 
conditions will be acceptable. 

We know that there are so many employers that want to provide 
health care for their employees because it is the right thing to do, 
and they just can’t afford to do it. We have to give them assistance. 

We know that there is nobody in the United States that is an 
adult and understands the problems we face that hasn’t got a hor- 
ror story, with or without insurance, as to what has happened to 
their families and, indeed, communities because the system is bro- 
ken. 

We also know that we just don’t have enough primary care doc- 
tors and nurses and support system. And we have to encourage 
these people in order for us to be healthy and competitive with for- 
eign countries to be out there, not just looking for profits but look- 
ing to fulfill their life’s work in terms of talong care of our sick; 
and, more importantly or just as important, to make certain that 
we avoid these serious and expensive illnesses. 

We have the support of the President of the United States. We 
sincerely wish that this could be a bipartisan effort. The book is not 
closed. We have before us a discussion draft, and we have had 
more discussion than we had thought we would have, which I think 
is healthy; so that at the end of the day, when we pass this, more 
and more Americans would understand that we have done the 
right thing. 

And certainly the polls, for what it is worth, overwhelmingly be- 
lieve that what we are doing in terms of having a competitive pub- 
lic option so that people can go to exchange and pick and choose, 
with a variety of private options just as we in the Congress have, 
and also a public option, we think at the end of the day it is going 
to be the American citizens that will be the beneficiary. The indus- 
try will be improved. America will be stronger and more competi- 
tive. And we all are privileged to be able to be participants in this 
effort. 

Peter Stark is one of the — probably, with me, is historically the 
longest-serving Member of this great Committee that was cited in 
the Constitution, and the only one cited. And he has dedicated his 
entire legislative career to trying to get a handle on the ever-in- 
creasing problems that health care has caused our Nation to face. 

I know that this era is one of the most proudest that he has en- 
joyed, and the Committee is grateful for the investment that he has 
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made in time and dedication to reach this point that during his 
stay here, he would he able to say, we finally have improved the 
system. 

Pete, we are indebted to you, and I would like at this point in 
time to yield to you. 

Mr. STARK. Thank you, Mr. Chairman. You and my colleagues 
and the President are committed to health reform, and I think we 
all understand this is the time to act. We have worked with our 
colleagues on the Energy and Commerce and the Education and 
Labor Committees to write a draft proposal that provides afford- 
able, quality health care for all, expands choice, and slows the rate 
of growth in health care spending. 

Some will be unhappy that we still don’t have CBO numbers for 
provisions. We put this bill out last Friday in draft form so that 
all Members of Congress, the American public, and interested par- 
ties can read the discussion draft and provide us with input. 

Today’s hearing, we hope, will be long, and we will hear from 
three panels. The first will be our panel of policy experts with their 
thoughts; second, a panel consisting of those impacted by health re- 
form — consumers, seniors, businesses both large and small, labor; 
third, we will hear from health care providers who will share with 
us their thoughts on our draft legislation. 

As I said, it is in draft form. Today’s hearing will give us guid- 
ance for meetings over the next couple of weeks as we work to con- 
vert this draft into a final bill. 

So I want to thank all of our witnesses in advance for their testi- 
mony. They have had a lot to analyze in a short time, and we ap- 
preciate their willingness to enlighten us today. Thank you very 
much. 

Chairman RANGEL. Thank you, Mr. Chairman. 

Most of you know, and certainly the Committee Members know, 
that David Camp and I have tried with the most that we can to 
see whether or not we could work together in a bipartisan way. 
Many times this is impossible because of the differences, not of he 
and I, but certainly of the political direction in which the parties 
would want to go. 

We know that this is not a Democratic problem. It is not a Re- 
publican problem. And the Nation is going to look at this as a prob- 
lem that we hope that we can come together and work together and 
bring up a bipartisan bill. 

As Peter Stark has indicated, this is a discussion draft bill that 
will help us to try to perfect our ideas. And I yield to my friend 
David Camp for whatever purposes he would want to state. 

Mr. CAMP. Well, thank you, Mr. Chairman. And thank you for 
holding this hearing. And I want to thank all of the witnesses and 
the panels that have taken time out to be here today. 

Mr. Chairman, I am not sure quite what to focus on this morn- 
ing, all we know about the bill or all that we don’t know about the 
bill. But in either sense, it is very disturbing. And let me begin 
with what we don’t know. 

We don’t know how much CBO says it will cost or how it will 
be paid for. And hopefully everybody can see page 162 of the bill 
on the TV screens. Now, I know a picture is worth a thousand 
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words, but I think that picture may be worth well over a trillion 
dollars. 

The bill says other revenue raisers are to be provided. When will 
these tax increases be provided? When will the American public get 
to know how much this trip to the doctor will cost them? Those de- 
tails aren’t unimportant. 

If you are shopping for a car, even I have to admit that a Ferrari 
looks pretty good next to a Ford until you see the pricetag. A six- 
bedroom mansion on the waterfront looks pretty good next to a 
modest three-bedroom ranch until you see the pricetag. We need to 
know the pricetag of this bill if we are to do our jobs properly, and 
that is to write a bill our country can afford that will guarantee 
every American has access to affordable quality health care. 

Just this morning I received an independent, nonpartisan anal- 
ysis of the bill. I know I said this picture was well over a trillion 
dollars, but this report makes it clear that I really don’t have much 
future in appraising because this bill is actually worth $3.5 trillion. 

And let me repeat that for everyone here, especially the Members 
who have not been given any information on the cost. An inde- 
pendent, nonpartisan analysis says this bill costs $3.5 trillion. And 
I ask that a copy of this report by HIS Network be included in the 
record. 

Now, that is a staggering figure, even in Washington. Equally 
staggering are some of the ideas we have heard floating around 
about how to pay for this bill, such as new taxes on employer-spon- 
sored health benefits, new taxes on sugared soft drinks, additional 
taxes on alcohol that will turn Joe Sixpack into Joe Fourpack, a 
new national sales tax, new taxes on American businesses com- 
peting worldwide, and higher Medicare taxes. 

Those are pretty darned scary in and of themselves. But what 
has me in shock is the fact that those taxes won’t even come close 
to covering $3.5 trillion in new Federal Government spending. And 
it is clear that if we move forward with this $3.5 trillion bill and 
with any of those taxes, whatever hope remained that the Presi- 
dent would keep his word not to tax families earning less than 
$250,000 will be quickly erased. 

The President has also promised repeatedly that Americans who 
have and like their insurance will be able to keep it. Now, I know 
he is getting pressured to back off that statement. I would hope 
both Republicans and Democrats on this Committee would help 
him keep that pledge. 

But the analysis we received this morning says this bill would 
cause 64 million Americans to lose their coverage. Sixty-four mil- 
lion. That means one out of every three Americans under the age 
of 65 would lose their current private health coverage. We need to 
strengthen and improve our health care system, not destroy it. 

No matter what comes out of this hearing, unanswered will be 
several critical questions. How much will you tax and who pays 
those “other revenues”? What will be the impact on family budgets? 
What will be the impact on employees and employers and on those 
looking for work? What about the economy as a whole? I am dis- 
appointed that this information isn’t before us since it is impossible 
to make a thorough evaluation of the bill without it. 
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Now to what we do know. It creates a government-run plan that 
reimburses at Medicare rates, which will force millions of Ameri- 
cans to lose their current health care plan. There are absolutely no 
prohibitions on new government-run plan or government programs 
like Medicare or Medicaid from using cost-effectiveness research to 
impose delays or denials of access to life-saving treatments for pa- 
tients. And just the new taxes and penalties on employers that we 
have already seen will force 4.7 million Americans to lose their job. 

Now, those aren’t my numbers or my analysis. That is what you 
get when you plus the taxes associated with an employer mandate 
into the economic models developed by Dr. Christina Romer, the 
Chair of the President’s Council of Economic Advisers, and Jared 
Bernstein, who is in the Office of the Vice President. 

What does this leave us with? In short, a bill in which the solu- 
tion costs more than the problem, and health care reform in which 
millions of Americans lose their insurance, lose access to treat- 
ment, and maybe even their job. 

This is what happens when legislation of this nature is written 
in secret by a few behind closed doors without the input of Mem- 
bers on both sides of the aisle, not to mention the families and 
businesses it will affect. I have heard even Members of this Com- 
mittee have raised their concerns about the way this bill was writ- 
ten. So have Blue Dogs in a written letter, and so have House Re- 
publicans. 

This painfully reminds me of the stimulus bill. But as important 
as it was, we were just talking about money then. This time we are 
talking about people’s health, about their lives. We cannot get it 
wrong again. 

The President was right when he said health care reform should 
not be a Democrat issue or a Republican issue, but an American 
issue. And as you know, last week Republicans outlined a summary 
of what we believe successful health care reform should focus on — 
affordability, accessibility, and availability of quality health care 
for all Americans. 

There are a number of areas where we could reach bipartisan 
agreement. I and the Republican Members of this Committee stand 
ready to meet and work with you to get this bill right, and I hope 
we can do that soon. 

And with that, I yield back the balance of my time. 

Chairman RAlSiGEL. Thank you. I ask you to share with me at 
some point in time the firm that did the analysis for you that esti- 
mated the $3.5 trillion cost because it may be helpful for us to be 
able to make up numbers since Republicans and Democrats are 
stuck with the Congressional Budget Office. And as you know, they 
have not been very friendly in their estimates in terms of costs. 
But if someone can create just $3.5 trillion, I can share with you 
that I will walk away from any bill that has this type of cost. 

The whole idea of cost, however, should not be an issue because 
we are going to pay for this not by raising taxes, but even in this 
walk-through that we have. Five hundred billion dollars is reform 
in the system that we have. 

And whatever we do to raise the other revenue, at the end of the 
day we will be able to say that the bill is a reform bill and will 
not be additional cost. So we have to try to read from the same 
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page. And I know you won’t object to reading from the pages given 
to both of us by the Congressional Budget Office. 

And yes, we all would want Ferraris. I was settling for a Cadillac 
since it is made in the United States. But after we look at the cost 
of the options that are there, then we will know what we can af- 
ford. And so it really doesn’t make that much difference as to what 
we hope for. We will only do what we can afford and what will be 
acceptable to the American people. 

I am glad to hear you say that your minds are open. At any point 
during the testimony of your witnesses or ours that you believe we 
can sit down and work together, we will go into recess, go into the 
library, take advantage of that, and then move forward. 

So let today be the beginning of a new start. And as Chairman 
Stark has said, we have an extraordinary panel here. The first 
panel we have is Karen Pollitz, who is the Policy Director of the 
Health Policy Institute from Georgetown Public Policy Institute, 
Georgetown IJniversity; John Holahan, Dr. Holahan, who is the Di- 
rector of the Health Policy Research Center in The Urban Institute; 
Quentin Young, Dr. Quentin Young, National Coordinator for Phy- 
sicians for a National Health Program, from Chicago; and David 
Gratzer, Dr. David Gratzer, a Fellow, Manhattan Institute for Pol- 
icy Research, from my hometown and my city. New York, New 
York. 

We thank you for taking the time to come here to share your 
views with us so that we can make a more perfect piece of legisla- 
tion. We have — ^by unanimous consent, all of the documents that 
you have will be submitted in our record. 

Restrict it this morning to 5 minutes for each witness, which is 
indicated by the red light coming on. And the Republicans and 
Democrats welcome your appearance here before the Congress and 
the Committee. 

So we will start off with Dr. Karen Pollitz. 

STATEMENT OF KAREN POLLITZ, POLICY DIRECTOR, HEALTH 

POLICY INSTITUTE, GEORGETOWN PUBLIC POLICY INSTI- 
TUTE, GEORGETOWN UNIVERSITY 

Ms. POLLITZ. Thank you. I am not a doctor. Just call me Karen. 

Chairman RANGEL. Thank you, Karen. 

Ms. POLLITZ. And good morning, Mr. Chairman, Members of 
the Committee. I want to congratulate you on the tri-committee 
draft proposal for health care reform. It contains the key elements 
needed to achieve universal coverage and introduce cost discipline 
into our health care system. It reflects both wisdom and practi- 
cality. And this time I believe you will get the job done. 

The tri-committee proposal defines a minimum health benefit 
standard. It requires all Americans to have at least that minimum 
coverage, with shared financing responsibility by employers. It cre- 
ates tax credits for small businesses, expands the Medicaid safety 
net, and creates new premium and cost-sharing subsidies for pri- 
vate health insurance coverage to help other Americans of modest 
means. 

The proposal also establishes a set of strong new market reforms 
for private health insurance, with important consumer protections. 
It creates a new health insurance exchange, an organized health 
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insurance market, with greater consumer protections and support 
than individuals and small employers have today. 

It will provide competitive information on plan choices, help with 
enrollment, appeals, application for subsidies. It will have a health 
insurance ombudsman to help individuals and small businesses 
navigate the coverage system and make good choices. And on their 
behalf, the exchange will negotiate with insurers over premiums in 
order to get the best possible bargain. And importantly, consumers 
and employers who buy coverage in the exchange will also have the 
choice of a new public plan option. 

A recent national poll indicates Americans strongly favor the es- 
tablishment of a public plan option to compete with private health 
insurers. Such an option can address failures of competitive health 
insurance markets today. 

First, it offers consumers an alternative to private plans that for 
years have competed on the basis of discriminating against people 
when they are sick. Just last week your colleagues on the Energy 
and Commerce Committee held a hearing on health insurance re- 
scissions. 

There, a woman battling breast cancer testified that her health 
insurance was revoked for failure to disclose a visit to a dermatolo- 
gist for acne. When consumers are required to buy coverage, having 
a public option that doesn’t have a track record of behaving that 
way will give many peace of mind. 

Second, a public plan option will promote cost containment. Re- 
search shows that health insurance markets today do not compete 
to hold down costs. Rather, insurers and providers negotiate to 
pass costs through to policyholders while maintaining and growing 
profits. 

For the first few years, the public plan option will be allowed to 
base its payment to doctors and hospitals and most other providers 
on the Medicare fee schedule — actually, increases above those fee 
levels — ^but over time it will develop innovative payment meth- 
odologies that hold down costs and promote quality. 

Mr. Chairman, clearly, as this bill moves through the legislative 
process, there will be opportunities to improve and modify it. And 
in my written statement, I offer several recommendations in this 
regard, and would briefly describe just three of those for you now. 

First, with respect to the essential benefits package, I think 
there are opportunities to strengthen the package and add speci- 
ficity. The essential benefits package in particular does not include 
a limit on cost-sharing for care received by non-network-plan physi- 
cians. That is an important protection to add. And the essential 
benefits package doesn’t have a specific reference to a benchmark 
plan, the Blue Cross Blue Shield standard option plan that so 
many Members of Congress have, and that has been discussed as 
a reasonable benchmark for coverage adequacy. 

It is not clear whether the essential benefits package outlined in 
the draft proposal meets that standard, but it should. And if it 
doesn’t, then the standard should be improved. And if that requires 
adding more money to the bill, then you should add it. 

Second, with regard to rules governing health insurance, new 
rules won’t be meaningful unless there are resources for oversight 
and enforcement. The Department of Health and Human Services 
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today has four employees who work part-time on private health in- 
surance oversight. At the Department of Labor, there has been tes- 
timony indicating that there are resources to review each employer- 
sponsored health plan under that Department’s jurisdiction once 
every 300 years. And State insurance departments are also 
strapped for resources. 

Your colleague on the Appropriations Committee, Congress- 
woman DeLauro, has introduced legislation to provide resources for 
health insurance oversight and enforcement, and I hope you will 
work with her. 

And finally, with regard to subsidies, the bill, the draft bill, cre- 
ates sliding scale assistance so that middle-income Americans with 
incomes up to 400 percent of the poverty level would not have to 
pay more than 10 percent of income toward their premiums. 

But after that level, the subsidies stop, and as the charts in my 
written statement indicate, some consumers, including self-em- 
ployed individuals, who have incomes above that level might still 
face significant affordability problems. That is essentially likely for 
people who buy family coverage and for baby boomers who would 
face much higher premiums under the age rating adjustments that 
are provided for under the bill. 

So I hope the Committee will consider making additional adjust- 
ments to your subsidy to protect all Americans so that they don’t 
have to spend more than 10 percent of their income on health in- 
surance. 

Thank you very much. 

[The prepared statement of Ms. Pollitz follows:] 
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Good morning. Mr. Chairman and Members of the Committee. 

I am Karen Pollitz. a Research Professor at tlte Georgetown University Health Policy 
Institute, where I study the regulation of private health insurance. 

I commend the Members of the three House Committees, including this one, for the Tri- 
Committee Draft Proposal for Health Care Reform. Your hard work, wisdom, and 
practicality are evident in this proposal. It contains the key elements necessary for 
effective health care reform that will achieve universal cot’erage and introduce cost 
discipline into the health care system. I congratulate you on this effort, and as a citizen, I 
thank you for it. This time, you will get the job done. 

In my remarks today, I w ill comment on some of the central health care reform 
provisions contained primarily in the first five titles of the draft legislation and olTer 
several suggestions that I hope you will find helpful and constructive as you work toward 
enactment later this year. 

For health care reform to provide all Americans witli secure coverage, changes must be 
adopted and enforced to ensure that health insurance is always available, affordable, and 
adequate. Key elements of the Tri-Committee proposal w ill address these critical needs. 

Individual responsibility 

The legislation requires all Americans to have health insurance coverage. More 
importantly, it makes other changes to our coverage system to enable people to comply 
with this requirement. 

Essential benefit standard 

A most basic component of health care reform is to define what constitutes health 
insurance. Far too many policies that provide inadequate coverage are on the market 
today, and as a result, almost as many Americans are under-insured as unin.sured. Recent 
studies find that 57 million Americans are burdened with medical debt, and 75 percent of 
them have health insurance.' Medical bills continue to be a leading contributor to 
personal bankruptcy and most medical bankruptcies also occur among people who are 
insured." This spring. Consumer Reports magazine reported on a host of health insurance 
products that nonetheless left policyholders on their own to pay tens ofthousands of 
dollars (or more) in medical bills.^ Studies show the under-insured, similar to the 
uninsured, have difficulty accessing timely and quality health care.^ 

A fundamental purpose of health care reform must be to put an end to medical debt and 
medical bankruptcy and to ensure that health coverage is. indeed, a ticket to health care. 
The Tri-Committee draft proposal sets national standards for an essential health benefits 
package that includes hospital care, inpatient and outpatient medical care, prescription 
drug.s, mental health and substance abu.se treatment, rehab services, preventive care 
services, and maternity care. Enhanced benefits for children are also covered. Cost 



13 


sharing for covered ser\'ices provided in-network cannot exceed S5,000 per year for an 
individual, $10,000 fora family. The annual limit on cost sharing is a comprehensive 
limit that applies to all forms of cost sharing, similar to that required for tax preferred 
HSA-eligible health plans today. 

All qualitled health benefit plans will be required to cover the essential benefits package 
Three levels of plan options can be ofi'ered. The Basic Plan level must set cost sharing to 
achieve an actuarial value of 70 percent of the essential benefits package. Enhanced and 
Premium Plan options must have actuarial values of 85 and 95 percent, respectively, of 
the essential benefits package. 

A Health Benefits Advisory Committee chaired by the Surgeon General will fill in other 
important details on plan features, such as the annual deductible(s) and update the benefit 
package over time. 

Recommendation - The essential benefit package must include a maximum out- 
of-pocket limit whether people receive care in or out of network. Though the bill 
provides for the establishment of network adequacy standards, patients nonetheless need 
protection against unlimited cost sharing when they must seek care out of network. The 
sickest patients arc most likely to need care from sub-specialists who may not participate 
in their plan network. And any patient who is hospitalized may inadvertently receive 
costly care from non-network doctors whom they do not choose (for example, 
anesthesiologists, radiologists, pathologists, emergency physicians.) 

In addition, an often mentioned benchmark standard for coverage adequacy is the 
Standard Option plan offered by Blue Cross Blue Shield under the Federal Employees 
Health Benefits Program (FEllBP) - coverage that most federal employees and many 
Members of Congress have today. The essential benefits package outlined in the draft 
proposal appears to provide less coverage than this FEHBP standard. If that is the case, 
additional resources should be added to the bill to raise the minimum benefit standard. 
Over the next decade, our economy will generate more than SI 87 trillion in gross 
domestic product and we will spend a projected S33 U'illion on medical care. Investment 
in health care reform that guarantees an adequate level of protection for individuals and 
families is worthwhile. 

Whatever benefit standard is ultimately adopted, the Health Benefits Advisory 
Committee should be required to regularly report on medical bills that indiv iduals and 
families incur in order to monitor and strengthen coverage adequacy. 

Finally, the draft proposal continues to permit the sale of certain so-called “excepted 
benefits” in traditional health insurance markets. These include cancer policies and other 
dread disease and limited benefit policies. Consumers are vulnerable to abusive 
marketing practices when it comes to these policies and state regulators have long warned 
they arc a poor value.’ At a minimum, such policies should contain warning labels that 
they do not constitute qualified health benefit plans and that coverage is duplicative of 
that provided under qualified health benefit plans. 


2 



14 


Subsidies and Medicaid expansion 

Today most uninsured people have low incomes and lack coverage chiefly because they 
cannot afford it. The Tri-Committee proposal addresses affordability in two ways. 

First, it expands Medicaid coverage to all Americans witli family incomes up to 1 33- 1 /3 
percent of the federal poverty level (FPL). This is an important departure from the 
current Medicaid program, which only provides coverage for certain categories of 
individuals - children and their parents, and other adults only if they are elderly or 
disabled. In addition, current Medicaid income eligibility standards for adults vary 
significantly by state but often are set at levels far below the FPL. 

To make this expansion affordable for states, the draft legislation provides that the federal 
government will pay the full cost of covering new expansion populations - childless 
adults and other adults for whom current income eligibility levels are below 133-1/3 
percent FPL. Further, to ensure individual choice. Medicaid-eligible individuals will 
have the choice between enrolling in Medicaid or seeking other subsidized private health 
insurance coverage 

Second, the discussion draft provides for sliding scale financial assistance for individuals 
and families to purchase private health insurance. Premium subsidies would be offered 
on a sliding scale for people with income up to 400 percent of FPL. Subsidies at this 
level will be absolutely necessary, and, as discussed below, may well need strengthening. 

Importantly, the discussion draft also provides subsidies for cost sharing under private 
health insurance. This is also critically important. Deductibles, co-pays, and coinsurance 
are additional payments required of insured individuals at the point when they seek health 
care. Decades of re.search shows that cost sharing deters the use of care, including 
medically necessary care, particularly by people with limited income. Further, research 
shows that when out-of-pocket spending for medical bills (not including premiums) 
exceeds just 2.5 peroent of family income, patients become burdened by medical debt, 
face barriers to accessing care, and have problems paying other bills.'’ Cost sharing 
subsidies are necessary to ensure that people can afford to access covered benefits. 

Recommem/ation - Depending on what premiums are charged for qualified health 
benefit plans, subsidies capped at 400 percent of FPL may prove to be insufficient to 
ensure alTordablc health care for all Americans. At last count, ten percent of the 
uninsured, or some 5 million Americans, had incomes at or above 400 percent FPL. This 
is due to the fact that our measure of poverty level income is very lotv, while the cost of 
good health coverage is relatively expensive. For example, an income of 400% of FPL 
for a family of three is S73.240. For that family to enroll in the FEHBP Blue Cross Blue 
Shield Standard Option plan would cost SI 3,446, or 18 percent of gross family income. 

The Massachusetts health care reform experience is instructive. In that state, subsidies 
are limited to residents with incomes to 300 percent of FPL, and as a result, the state 
waives the individual mandate on grounds of alTordability for approximately 2 percent of 
residents.’ Because people with incomes above the subsidy levels provided in this bill 


3 



15 


may find quality health insurance coverage costs more than they can afford, you should 
consider improvements to the premium subsidy schedule. 

The Committee might consider instead a rule that no individual or family will have to pay 
more than 10 percent of income on health insurance premiums (witJi lower limits set for 
low -income indiv iduals, as the Tri-Committee draft does.) Cutting subsidies off entirely 
at an arbitrary income level can leave families vulnerable. 

As shown in Figures 1 and 2. if the intent of the Committees is to assure that no families 
or individuals will have to pay more than 10 percent of income for health insurance 
premiums, and if the FEIIBP Blue Cross plan is used as a benchniiu'k premium, then 
people will need help beyond that provided for in the draft proposal. The cost of good 
coverage is will be sizeable compared to what many working families earn. (See Figure 
3) A subsidy system that caps people's liability for premiums at no more than 10 percent 
of income would be more protective and subsidies would taper off gradually, avoiding a 
clilT. Some assistance would reach people at higher income levels, though help provided 
to higher earners w'ould be modest. 


Figure I. Comparisun ofSinglc Premium for FEMBP BCBS Standard Option 
to Various Income Levels, 2009 


%FPL 

Annual 

Income 

BCBS 

FEHBP 

Annual 

Premium 

Premium / 
Income 

Sliding Scale 
Income Cap 
on Premium 
Liability 

Individual 

Pays 

Amount 

Help 

Needed 

(%) Help 
Needed 

100% 

$10,830 

$5,872 

54% 

0 

0 

$5,872 

100% 

200% 

$21,660 

55,872 


2% 

$433 




S32.490 

$5,872 

18% 

6% 



67% 

400% 

$43,320 

S5.872 

14% 

8% 

$3,466 

32,406 

41% 

soo% 

$54,150 

$5,872 

11% 

10% 

$5,415 

$457 

8% 

600% 

$64,980 

$5,872 

9% 

10% 

$5,872 

0 

0 

1 ,600% 

$174.000 

S5.872 

3% 

10% 

$5,872 

0 

0 


Figure 2. Comparison of Family Premium for FEHBP BCBS Standard Option 
to Various Income Levels, 2009 


%FPL 

Annual 

Income 

BCBS 

FEHBP 

Annual 

Premium 

Premium / 
Income 

Sliding Scale 
Inosme Cap 
on Premium 
Liability 

Family 

Pays 

Amount 

Help 

Needed 

(%) Help 
Needed 

100% 

S18.310 

$13,446 

73% 

0 

0 

$13,446 

100% 

200% 



37% 

2% 

$732 

$12,714 

95% 




24% 

6% 

$3,296 

$10,150 

75% 




18% 

8% 

$5,860 

$7,586 

56% 


391,550 

$13,446 

15% 


$9,155 

$4,291 

32% 


3109,860 

$13,446 

12% 


SI 0.986 

S2.460 

18% 


$128,170 

$13,446 

11% 


$12,817 

$629 

5% 


$134,460 

$13,446 

10% 


$13,446 

0 

0 

950% 

3174,000 

$13,446 

8% 


$13,446 

0 

0 
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Figure 3. What do people earn? 


Individual 

Family of 3 

% FPL 

Annual 

Income 

Example occupations* 

% FPL 

Annual 

Income 

Example occupations* 

100% 

$10,830 


100% 

$18,310 


150% 

$16,245 

Fast food worker 

150% 

$27,465 

Dishwasher ■* part time laundry 
worker 


$21,660 

Home health aide 

200% 

$36,620 

Cafeteria attendant shampooer 

250% 

$27,075 

School bus driver 

250% 

$45,775 

Restaurant cook stock clerk 



Travel agent 


$54,930 

Receptionist * secretary 


$43,320 

Social worker 


$73,240 

Police officer * 1 * child care worker 

500% 

$54,150 

High school teacher 

500% 

$91,550 

Legal secretary > electrician 

600% 

$64,980 

Nurse (RN) 

600% 

$109,860 

Real estate agent ^ librarian 

1,600% 

$174,000 

U.S. Congressman 

950% 

$174,000 

Administrative law Judge * 
aerospace engineer 


' Source 


Bureau of Labor Stalislics 


Private healtli insurance market reforms 

The Tri-Committee proposal prohibits the use of common insurance industry practices 
today that have the elTect of discriminating against people based on health status. Under 
reform, health insurance would have to be offered on a guaranteed issue basis. No longer 
could individuals or employer groups be denied coverage based on health status or health 
history, although insurers would be allowed to surcharge premiums by as much as 100 
percent based on age - a strong pro.sy for health status. The discussion draft also 
provides for guaranteed renewability of coverage - a requirement of current law - with 
clarification that the rescission of health insurance is also prohibited. In other words, 
insurers will be explicitly prohibited from a common practice today of taking back 
coverage from individuals and employer groups after claims are made. The draft 
legislation also prohibits the imposition of pre-existing condition exclusion periods and 
prohibits insurers from varying premiums based on health status. The.se market rules will 
promote the spreading of risk, instead of today’s industry practices of segregating risk. 
And they are essential in a world where people are required to have health insurance. 

Other new market rules will ensure that coverage works well and efficiently for 
consumers. Standards for network adequacy and the timely payment of claims are 
provided for under the bill. In addition, insurers will be required to meet minimum loss 
ratios of 85 percenL so that no more than 15 percent of premium dollars can be spent on 
marketing, administrative co.sts, and profits. 

Recommemhtion - Consideration should be given to tighter limits on age 
adjustments to premiums, or for elimination of such adjustments altogether. Particularly 
if premium subsidies are capped at 400 percent FPL. affordability problems may be 
substantial for members of the “Baby Boom" generation. Premiums for coverage sold 
today in Massachusetts, where age rating of 2:1 is also permitted, illustrate the 
affordability problem for people as we age. See Figure 4. 
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Figure 4. Monthly nge-rated premium.s (2:1), family ofS, Ma.saachu.<ictts 


Plan-type 

Age 24 

Age 64 

Bronze 

S626- $1,020 

$1.144- $1,759 

Silver 

$834 -$1,466 

$1.648 -$2,483 

Gold 

$1,091 • $1,878 

52.183 -S3.172 


Finally, for market reforms to be meaningful. Congress must authorize and appropriate 
resources for oversight and enforcement, both at the federal and .state level. The Tri- 
Committee proposal wisely requires e.vtensive data disclosure by health plans so that 
regulators can monitor compliance with market rules. But regulators will need e,\pert 
staff to review and analyze data, as well as to conduct compliance audits and respond to 
consumer problems and complaints. 

Resources at the federal level are particularly lacking and must be increased. At a 
hearing last summer of the House Committee on Oversight and Government Reform, a 
representative of the Bush Administration testified that the Centers for Medicare and 
Medicaid Services (CMS), which is responsible for oversight of HIPAA private health 
insurance protections, then dedicated only four part-time staff to HIPAA health insurance 
issues. Further, despite press reports alleging abusive rescission practices, the agency did 
not investigate or even make inquiries as to whether federal law guaranteed renewability 
protections were being adequately enforced.** 

Additional resources will also be needed at the U.S. Department of Labor (DOL). After 
the enactment of HIPAA, a witness for DOL testified the Department had resources to 
review each employer-sponsored health plan under its jurisdiction once every 300 years.'' 

At the state level, limited regulatory resources are also an issue. In addition to health 
coverage, state commissioners oversee all other lines of insurance. In .several states the 
Insurance Commissioner also regulates banking, commerce, securities, or real estate. In 
four states, the Insurance Commissioner is also the fire marshal. State insurance 
departmeiiLs collectively experienced an 1 1 percent staffing reduction in 2007 while the 
premium volume they oversaw increased 12 percent.'” State regulators necessarily focus 
primarily on licensing and solvency. Dedicated staff to oversee health insurance - and in 
particular, insurer compliance with HIPAA rules - are limited. Enforcement of consumer 
protections is often triggered by complaints. 

In order for new promised consumer protections to be real, strong oversight and 
enforcement will be essential. Your colleague. Congresswoman Rosa Del.auro, has 
wisely introduced legislation (HR 2427) to strengthen oversight and enforcement 
capacity at the federal and state level. 


E stablishment of a national health insurance E.xchange 

The Tri-Committee proposal also provides for the establishment of a national health 
insurance Exchange. An Exchange is a more organized health insurance market than 
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what individuals, employers, and insurers are used to today. For purchasers in the 
Exchange, there will be subsidies to make premiums affordable. There will also be 
considerable new sources and types of assistance - for e.xample. the provision of 
comparative infonnation about plan choices, as well as assistance with enrollment, 
appeals, determination of eligibility for subsidies, and so on. Many of these services will 
be provided by a new Health Insurance Ombudsman, created solely to help consumers 
navigate the eoverage system and make choices that are best for them. 

For sellers of health insurance, the Exchange will accept bids and negotiate with insurers 
over the premiums they charge. The Exchange will also exercise much closer oversight 
of health insurance. Insurers will be required to report data on their products and 
practices in order to make more transparent the black box that is private health insurance 
today. These data will be used to establish risk adjustments to premiums and to monitor 
compliance with market rules and consumer protections. 

Initially, the Exchange will ser\e those consumers who arc most in need of these added 
protections - individuals and the smallest employers (with fewer than 20 employees) wln> 
lack market clout and the resources to hire human resources experts of their own. 
Authority to permit other employers to participate in the Exchange is delegated to a 
Commissioner starting in the fourth year of implementation. 

The Commissioner is also authorized to require that certain consumer protections - such 
as network adequacy protections, transparency standards, and external appeals - apply to 
all qualillcd health benefit plans, including those outside the Exchange. However, the 
Commissioner might not require parallel protections. Further, the legislation does not 
require that insurers oiler the same plan options at the same prices both inside and 
outside the Exchange. 

Recommendalion - In order to protect against risk selection, it is important for 
requirements to be identical for all qualified health benefit plans, no matter where they 
are sold, in or outside of the Exchange. Insurers who sell coverage to employers inside 
die Exchange should be required to offer identical policies outside of the Exchange and 
for the same price. If insurers can vary the plan options and prices they offer in different 
markets, they will be more able to steer risk, and small employers will be vulnerable to 
distorted prices when somebody in their group gets sick. The legislation should clarify 
that sanctions for violation of market rules will be the same for insurers who .sell 
coverage outside of the Exchange. In addition, the Tri-Committee plan includes special 
sanctions for employers if they are caught steering pltm participants into the Exchange 
when they get sick. Similar “anti-dumping” sanctions should be applied to insurers who 
operate outside of the Exchange. 

A public plan option 

Within the health insiu-ance Exchange, consumers w'ill have a choice of private health 
insurance plans and carriers, as well as a public plan option. Tliis key provision in the 
draft reform bill will promote both choice and cost containment. Under the Tri- 


7 



19 


Coimniuec proposal, the public plan option must meet the requirements ofothcr qualified 
health benefit plans offered by private insurers. 

A recent national poll indicates Americans are strongly behind the establishment of a 
public plan option to compete with private health insurers.' ' By introducing this option 
into the marketplace, a public plan option can address failures of competitive health 
insurance markets today. 

First, it offers consumers an alternative to private health plans that, for years, have 
competed on the basis of discriminating against people when they arc sick. At a hearing 
of the House Energy and Commerce Committee just last week, patients testified about 
having their health insurance policies rescinded soon after making claims for serious 
health conditions. One woman who is currently battling breast cancer testified that her 
coverage was revoked for failure to disclose a visit to a dermatologist for acne. At this 
hearing, when asked w hether they w ould cease the practice of rescission except in cases 
of fraud, executives of leading private health insurance companies te.stificd that they 
would not.'" Experiences like these make some consumers distrust private insurers.'^ If 
consumers are required to buy health insurance, having a public coverage option that 
docs not have to compete on tlie basis of profits will give many peace of mind. 

Second, a public plan option will promote cost containment. Research shows that health 
insurance markets today do not compete to hold down costs. Rather, insurers and 
providers negotiate to pass cost increases through to policyholders while maintaining and 
even growing corporate profits.'"* Under the Tri-Committee proposal, the public plan 
option will initially be allowed to base its payments to doctors, hospitals, and most other 
providers on the fee schedules used by Medicare, albeit at a higher level than Medicare 
pays today. The public plan will negotiate new payment rates for prescription drugs with 
pharmaceutical companies. And it will be able to offer bonus payments for providers that 
participate in both Medicare and the public plan. The public plan option is further tasked 
with development of innovative payment methodologies that hold down cost and promote 
quality. Tliis will help move the market in tlic direction of competition based on the 
efficient delivery of health care services. 

Shared responsibility 

Finally, the Tri-Committee draft proposal provides for a continued role by employers in 
the provision of health benefits. Most insured Americans today get health coverage at 
work and a slated goal of health care reform is to let people keep current coverage if they 
are satisfied with il. A requirement for employers to provide health benefits (“play”) or 
contribute toward the cost of other public subsidies for coverage (“pay”) is consistent 
with this goal and will help keep employer resources in the financing system. 


Conclusion 

Mr. Chairman, the Tri-Committee draft proposal for health care reform is an impressive 
accomplishment, w'orthy of the challenges we face to make health coverage available, 
affordable, and adequate for all Americans. Your proposal defines a minimum health 
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benefits standard, requires it for all Americans, and institutes refonos to ensure atTordablc 
cov'erage in reformed and better organized markets with added, important consumer 
protections. You also make available a new public plan option that will add to consumer 
choice and prompt insurance companies to compete on the basis ofquality and eosi 
efficiency, not risk selection. 

No doubt, others will recommend modifications as I have today. The legislative process 
was intended to consider all points of view and then act in the best interests of the public 
you represent. I could not be more pleased to see this legislative process at work. I thank 
you for your courage and commitment to health earc reform that secures good, affordable 
health coverage for all Americans, and will be happy to provide you any additional 
information or assistance that I can. 
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Chairman RANGEL. Thank you so much. 

We will now entertain the statement from Dr. John Holahan, di- 
rector of the Health Policy Research Center. Thank you for coming. 

STATEMENT OF JOHN F. HOLAHAN, PH.D., DIRECTOR, THE 
HEALTH POLICY RESEARCH CENTER, THE URBAN INSTITUTE 

Mr. HOLAHAN. Thank you. Mr. Chairman and distinguished 
Members of the Committee, thank you for inviting me to share my 
views on the discussion draft. The views I express are mine alone 
and should not be attributed to The Urban Institute, its trustees, 
or its funders. 

I believe this plan has many excellent features, and I commend 
the Committee for its efforts. The plan builds upon the successful 
health reform enacted in the State of Massachusetts, provides for 
Medicaid expansion, a set of income-related subsidies up to 400 
percent of the Federal poverty line, a national health exchange, 
and extensive insurance market reforms. 

It contains an individual mandate which is essential to providing 
for universal coverage. It provides a cap on total out-of-pocket 
spending for individuals, and higher payment rates for primary 
care doctors. 

I want to spend a few minutes on the public insurance option. 
A public plan competing with private plans will provide more 
choice and place substantial cost-containment pressure on the 
health care system. The argument is often made that competition 
between public and private plans could never be fair and that it 
will lead to a single payer system. 

This argument ignores the fact that many health insurance mar- 
kets, as well as provider markets, are simply not competitive and 
efficient. An extraordinary amount of concentration in the insur- 
ance and hospital industries has taken place over the last several 
years, and this concentration has been a significant contributor to 
health care cost growth. 

No one can be in favor of controlling health care costs and ignore 
this reality. Several studies have documented the increase in con- 
centration and the effect on insurer profitability and hospital reve- 
nues. For example, a number of studies have shown that hospital 
rates are higher in more highly concentrated markets by as much 
as 40 percent. 

The public plan can help with the problem of cost containment. 
First, it is likely to have somewhat lower administrative costs. Sec- 
ond, the public plan can also establish and negotiate provider pay- 
ment rates at lower levels than private payers are able or willing 
to negotiate today. 

Today commercial payment rates are 35 percent above Medicare 
for hospitals and 23 percent for physicians. The plan will likely 
need to pay higher rates than Medicare does today to assure access 
to a sufficient number of providers. Where these rates are set is 
critically important. I think there should be a key role for MedPAC 
in advising the Congress on this. 

There are a number of aspects of the public plan that are impor- 
tant to assure fair competition. The public plan should be legally 
and administratively separate from exchanges. It should abide by 
the same insurance market rules that private plans do. It should 
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offer the same benefit packages, have the same levels of cost-shar- 
ing, and the same caps on out-of-pocket liabilities. The income-re- 
lated subsidies should apply in the same way to all plans. The 
plans should be required to maintain adequate reserves. 

On the other hand, the public plan may well get a dispropor- 
tionate share of high-risk enrollees. A level playing field also 
means that a public plan should be compensated if it does end up 
with a less healthy population. 

The public plan can reduce the costs of reform significantly. In 
a paper being released this week by The Urban Institute, we esti- 
mate that subsidy costs would be lower by $200 to $400 billion rel- 
ative to a plan with only private insurance options. 

We also believe that the public plan will not destroy the private 
insurance market, in part because the private market will respond 
to competition from the public plan, and in itself become more effi- 
cient. 

In the same paper, we have estimated that the net loss in private 
coverage will be relatively small. While a large number of those 
currently in the non-group and small group market will purchase 
coverage through the exchange and many will choose to join the 
public plan, there are close to 50 million uninsured who will now 
obtain coverage. Some will enroll in Medicaid or the public plan, 
but many will end up in private plans. 

On balance, we estimate that the number of people with private 
coverage will fall from about 177 million to 161 million. In the end, 
the number with private insurance will not be too different than 
it is today, and the savings to the government in lower subsidy 
costs will be substantial. 

I would like to close by saying that while there is not a cost esti- 
mate for this bill, the CBO estimates for one of the Senate bills last 
week was $1.6 trillion over 10 years. This may seem an alarming 
number, but it should be viewed in context. 

Over the 10-year period, 2010 to 2019, the amount of gross do- 
mestic product projected for the U.S. economy will be $187 trillion. 
Even a number as high as 1.6 trillion is less than 1 percent of the 
amount of GDP being produced over this period. The Nation will 
also spend $33 trillion in health care over this period, even without 
reform. 

We clearly need to gain control over this spending, and there are 
many proposals for doing this. But these proposals will require dif- 
ficult choices. It is important that a good plan be passed and be 
fully paid for, but the design should not be driven by a budget goal, 
whether it is $1.6 or $1.2 or $1.0. There are many other key design 
features, and this is affordable, and there are plenty of ways to pay 
for it. 

Thank you. 

[The prepared statement of Mr. Holahan follows:] 
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Mr. Chainnan and distinguished members of the committee, titank you for 
inviting me to share my views on the Tri-Comniittee’s health reform draft proposal. The 
views I express are mine alone and should not be attributed to the Urban Institute, its 
trustees, or its funders. 

The proposal has many .strengths and I applaud the committee for the 
thoroughness with which it approached its development. In many respects, it builds upon 
the successful health reform enacted in the state of Massachusetts. It provides for a 
Medicaid c.xpansion to 133 percent of the federal poverty level (FPL), a set of income- 
related subsidies between 133 percent FPL and 400 percent FPL, a national health 
exchange, and extensive insurance market reforms. It eontains an indix'idual mandate, 
which is essential to providing universal coverage. It provides for a competitive 
framework within the exchange by requiring individuals to pay more if they want more 
comprehensive coverage. The plan improves access to primary care, including increasing 
payment rates to primary care physicians in the Medicaid program. It also provides for a 
cap on total out-of-pocket spending, an essential protection for those w ith high medical 
expenses in a given year. Finally, it includes a public option, which I think is essential for 
several reasons that I will discuss below. 

1 want to focus my testimony on a few specifics of the plan: the individual 
mandate, the public plan option, the Medicaid reforms, and the employer pay or plan 
mandate. First, an individual mandate is essential for providing universal coverage. 
Numerous studies and the leading microsimulation models have shown that voluntary 
etTorts, even with generous subsidies, will fall well short of universal coverage.' An 

' Linda J. ttiuniberg, Jtihii tlulahan, .Alan Weil. "Toward Universal Coverage in Mas.s3chuselts." tnqtmy 43 
(2006): 102-21; Danielle llolahun. Elise lluben. and Cathy Schocn, “A Blueprint for Universal Health 

I 
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individual mandalc wiih subsidies lhal make coverage allbrdable is a lair vvay lo get lo 
universal coverage. Voluntary cfTorts will tend lo extend coverage to those with the most 
serious health conditions. As a consequence, adverse selection into a new guaranteed 
source of insurance coverage would likely lead to unstable insurance pools. A 
requirement for everyone to participate eliminates this critical problem. Also, the 
government’s cost ofexlending coverage via an individual mandate lo those who would 
not voluntarily enroll is relatively small because this group lends to be healthier and, 
therefore, lower cost. Further, without an individual mandate and universal coverage, it is 
impossible to reallocate dollars now being used lo support safety net providers that care 
for the uninsured. This is an important source of financing that is only possible with an 
individual mandate. 

Second, I think it is important that the committee has included a public insiimnce 
option in the plan because having a competitor to private plans, under a fair set of market 
rules, will provide more choice and place substantial cost containment pressure on the 
health care system. The arguments made in the public plan debate too often ignore the 
fact that a public competitor would not be introduced into a well-l'unciioning health 
marketplace. Many health insurance markets, as well as provider markets, are simply not 
competitive today. As a result, the markets are not providing the benefits one would 
expect from competition, including cflficiency and control over the growth in health care 
costs. An extraordinary amount of concentration in the insurance and hospital industries 
has taken place over the past several years. This concentration has been a significant 
contributor lo cost growth. 

Insurance Coverage in New York" (New York: The Unilcd 1 lospilal Fund and the Cornmonweallh Fund. 
2006). 
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According to a 2003 study. 34 stales have had values of the Herfindahl- 
Hirschman Index, a measure ofmarket concentration, that exceed guidelines set by the 
Department of Justice and the Federal 1 rade Commission and should trigger antitrust 
concern." Another study has shown 94 percent of3l4 large metropolitan statistical areas 
(MS As) were highly concentrated.^ 

Provider markets, particularly hospital markets, have also become increasingly 
concentrated in recent years. According to a 2006 study, 88 percent of large metropolitan 
areas were considered to have highly concentrated hospital markets.^ Studies have shown 
that hospital rates are as much as 40 percent higher in more highly concentrated markets.* 
While much of llie hospital sector is nol-for-prollt, tlie lack of competition often means 
increased revenue that can be devoted to the purchase and diffusion of new and higher- 
cost technologies and procedures. 

The impact of consolidation on health care spending depends on the particular 
market. In markets where there is little concentration among insurers but a concentrated 


* James C. Robiason, "Coasolidalion and the Transtbrmalion of Competition in Health ln.surance." //eo/fb 
Affairs 2.1, no. 6 (2004); 1 1-24; The Federal Trade Corainis.sion and U.S. DeparUnciit of Justice. Horizontal 
Merger Cjuideline.s, issued April 2, 1902, and rev ised April g, 1997, ww'v.lic.uov 'hc'docs/hiiietWObI t pdl . 
The I lerfindahl-I lirsehman Index is calculated by summing the squared market shares of each competitor 
in a given market. 

’ American Medical A.ssociation, “Competition in Health Insurance: A Comprehensive Smdy ofLI.S. 
Markcls" (Chicago) American Medical Association Division of Fconomic and Health Policy Research. 
2008). 

■' William B. Vogt and Robert Town, How Has Hospiiat Consolit/alioH AffedeJ the Price anil Quality rt) 
Haspiial Care.’ (Robert Wood Johreson Foundation Research Synthesis Report 9. 2006); sec also Federal 
Trade Commission and Departnienl of Justice, Improving Healih Care: A Dose of Competition 
(Washington, DC; Federal Trade Commission and Department of Justice, 2004), 
http: wvvvv .us d oi.uov 'airnublichcaith care. 204b94.httn . 

’ Alison Evans Cuellcr and Paul J. Gcrtler. "Hovv the Expansion ofHospital Systems Has AITecled 
Consumers," Health Affairs 24, no 1 (2005): 21.1-19; C. Capps and D. Dranove, "Hospital Consolidation 
and Negotiated PPD Prices." Health Affairs 23, no. 2 (2004); 1 7.5-81; Cory Capps and David Dranove, 
"Competition and Market Power in Option Demand Markets," RANO Journal of Economics 34, no.4 
(2003); Emmcll B. Keeler, Glenn Melnick. and Jack Zwan/iger, "The Changing ElTccls of Competition on 
Non-Profit and For-Profit Hospital Pricing Behav htr.” ./mrrwo/ of Health Ecommnes 18, no. t (1999); R. 
Krisitan. "Marketing Resirucluring and Pricing Behavior . " Journal of Health Economics 20, no 2 (2001 ); 

L. Dafny, "Estimation and Identification of Merger EITccts: An Application lo Hospital Mergers." Mimeo, 
Northwestern University, 2005. 
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hospital market, there is little ability to negotiate. Where there is a dominant insurer, it is 
possible to do better and obtain discounts from hospitals, but they still have little 
negotiating power with dominant hospital systems. In some markets, dominant insurers 
have 00 real incentive to be tough negotiators because they have no real competitors. 
Small insurers lack bargaining power with providers and thus cannot significantly 
compete with larger insurers on premiums. Finally, there is no real competition in many 
ho.spital markets because smaller hospitals have no ability to challenge the dominant 
system. 

The public plan can help with the problem of cost containment in the United 
States. First, it is likely to have .somewhat lower administrative costs, though not as much 
as some have argued.* The public plan can also establish and negotiate provider paymenl 
rates at lower levels than private payers are able or willing to negotiate today. The plan 
can pay lower rates than do commercial plans but higher than current Medicare rales. It 
may be necessary to require providers who participate in Medicare to participate in the 
public plan, at least in the short term. But participating in the public plan is not a 
requirement to see large numbers of patients. Much more important is that the program 
makes participating economically worthwhile. A program that pays higher rales than 
Medicare does today should result in many providers being willing to participate 
voluntarily. MedPAC should have a role in advising the Congress on the paymenl rates to 
ensure access to sulTicienI numbers of providers and to avoid adverse eflects on the 
financial viability of institutions. 


‘ Merrill Malllicws, "Medicare's Hidden Administralivc C’osls: A Comparison of Medicare in the Private 
Sector'' (Alcsandria. VA: Council for Afl'ordable Health Insurance, 2006). 
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A number of aspects of the public plan are important to ensure fair competition. 
The public plan should be legally and administratively separate from exchanges. It should 
abide by the same insurance market rules as private plans. It should olTer the same benefit 
packages and have the same levels of cost sharing and caps on out-of-pockcl liabilities. 
The income-related subsidies should apply in the same way to all plans witliin the 
exchange. The plan should operate on a level playing field with regard to maintaining 
reserves. Initial start-up capital will be needed. The public plan should be required to set 
premiums high enough to build up adequate reserves and to pay back the government 
over lime for the initial start-up funds. 

On the other hand, the public plan may well get a disproportionate share of high- 
risk cnrollees. A level playing field means that a public plan should be compensated if it 
ends up with populations with higher medical needs. But risk adjustment is not perfect, 
and the public plan could have somewhat higher premiums as a result. 

However, the presence of the public plan should have a significant cost 
containment impact both directly by providing a lower cost option and indirectly by 
creating incentives for private insurers to become more efficient. The House proposal 
calls for individuals to have a choice among plans within the e.xchange and for subsidies 
lied to a mix of the lowest-cost plans in the area. If the public plan is one of the lower 
cost plans in an area, as w'c expect, it will bring down subsidy costs significantly. In a 
paper being released this week, we estimate that subsidy costs would be lower by S20t)- 
400 billion relative to a plan with only private insurance options.’ 


^ John Molahan and Linda Kluinherg, "Is ihc Public Plan Option a Necessary Pan ol'Mcaltb Rcromt?" 
(Wdshingloii. DC: The Urban institute, forthcoming). 
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We also believe that the public plan will not destroy the private insurance market, 
In the same paper, we have estimated that the number of people losing private coverage 
will be relatively small. While a number of those currently in the nongroup and small- 
group market will purchase coverage through the exchange and many will choose to join 
the public plan, there are close to 50 million uninsured who will newly obtain coverage. 
Many of these will take up employer coverage outside the exchange; others will purchase 
coverage within the exchange and will choose both public and private options. On 
balance, we estimate that the number ofpeople with private coverage will fall from about 
177 million to 163 million.* 

One issue ignored by many in this debate is that the private market will respond to 
the presence of a publie option. There are many insurers that do an excellent job of 
managing eare. This is particularly Irue of integrated health systems. But it is also true 
that Blue Cross plans and others that have substantial market share can reduce costs. 

Plans with limited leverage are likely to be at risk, but private plans that can develop 
strong management systems and negotiate elTectively with providers will remain active 
and successful competitors in the new market place. 

Thus, we conclude that the public option w ill help lower the costs within the 
exchange, and even with possible spillover effects to plans offered outside the exchange. 
Private insurers will respond to this competition, and health care costs will be low'ered as 
a result. Tlie number with private insurance w ill not be loo different than it is today due 
to the expansion of coverage overall, and the savings to the govemment in lower subsidy 
costs will be substantial. 


"I lolalian and Blumbcrg. “Is the Public Plan Option a Necessaiy Part of'Mealih Rcibnn?” 
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Third. 1 applaud the commillee Ibrlhe Medicaid provisions in the bill, particularly 
tlic proposal to increase payment rates for primary care physicians. I would encourage the 
committee to consider increasing payment rates for specialists as well. However, I also 
beliete that the provision that pays 100 percent of the cost of new enrollees should be 
reconsidered. Such a policy would provide a large amount of money to states with low 
levels of coverage today and provide no relief to states that have already covered 
populations to these levels. Now is an opportunity to restructure parts of Medicaid 
financing to make it more equitable among states. Tlie legislation could have the federal 
government pick up state responsibility tor Medicare premiums and cost sharing and 
eliminate the prescription drug claw-back. It could increase matching rates on acute care 
services. This would provide some fiscal relief to all states and help address some 
longstanding Medicaid financing issues. This would not fully address all the needs of 
lower-income states. The remaining gap in their funding for new enrollees could be met 
with a short-term matching rate increase that would be phased out over time. 

Fourth, the provision for an employer mandate with a payroll tax of 8 percent of 
payroll should be reconsidered. It is true that some believe an employer mandate is 
necessary to keep employers from dropping coverage. However, there is considerable 
re.search evidence, as well as actual experience in Mas.sachuselts. that employers are 
unlikely to drop coverage.’ Most employers in the United States offer coverage to their 
workers without a mandate; they do so to compete for workers. The current tax exclusion 
of employer contributions to health insurance provides a strong incentive to provide some 

” Sharon K. Long and Paul B. Masi. “How Have Lmployers Responded lo Health Reform in 
Massachusetl.s? Kmployecs' Views ai the Knd ofOnc Year,” Heuhh Affairs 27, no. ti (2008): 576-8.1; Jon 
R. Gabel, Heidi Whilinore. Jeremy Pickreign, Will Scllhcim, Shova KC, and Valerie Ba.sseti, “AHer the 
Mandates; Massachiiscu.s l-mployers Continue to Support Health Refonn as More Firms Offer Coverage." 
Health Affairs 27, no. 6 (2008); 566—75. 
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form of compensation in the form of health benefits. There is nothing in this legislation 
that would change these fundamental incentives. The Massachusetts experience has 
shown that, despite the very small penalty on employers, employer coverage has actually 
increased. This is because in order to comply with an individual mandate, workers are 
more likely to take up employer oilers of coverage. Further, employers in competition for 
workers find it advantageous to offer coverage to help their workers satisfy the mandate. 
One possibility is to assess a tax rate that varies with worker wages: 2 percent on those 
whose wages are less than S20.000, 4 percent for those with wages between S20,000 and 
SbO.OOO, and 6 percent for others, up to a cap. 

Finally, while there is not a cost estimate for this bill, the CBO estimates for one 
of the Senate bills last week was S 1 .6 trillion over 10 years. This may seem an alarming 
number but it should be viewed in context. Over the ten-year period. 2010-2019. the 
amount ofgro.ss domestic product produced in the U.S. economy will be SI87 trillion 
dollars.*" Even a number as high as SI. 6 trillion is less than 1 percent of the amount of 
GDP being produced over this period. The $1.6 trillion does not account for the savings 
to business and individuals because of subsidies and new coverage options, and slates and 
localities because of less imeompensated care. The new societal cost, net of these savings, 
is closer to $1.0 trillion. We will spend $33 trillion on health care over this period, even 
without reform. We clearly need to gain control over this spending. It is important to pass 
a good plan — not one that is meant to achieve an arbitrary budget goal. It is important 
that health reform be fully paid for. There are many w'ays to achieve this. 

Congressional Budget OITite. "A Prelimmar) Analysis of the President's Budget and an Update ol 
CBO’s Budget and Pconumie Outlook” (Wa-shington, DC: CBO, 2009). 
hlip: vs \s 13 rtoducs/lOOw/duclOOl 4 ()j~- t>- Prc^iJciuliuduct.pdr . 
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Chairman RANGEL. Thank you, Doctor. 

The Committee would now invite Dr. Young, the National Coor- 
dinator for Physicians for a National Health Program, from Chi- 
cago. 

STATEMENT OF QUENTIN YOUNG, M.D., MACP, NATIONAL CO- 
ORDINATOR, PHYSICIANS FOR A NATIONAL HEALTH PRO- 
GRAM, CHICAGO, ILLINOIS 

Dr. YOUNG. Mr. Chairman, Members of the Committee, I thank 
you for giving me the opportunity to comment on the proposal that 
has emerged from the three key House Committees, and to articu- 
late the single payer alternative. Thank you. 

I am the National Coordinator of Physicians for a National 
Health Program, an organization of some 16,000 American physi- 
cians who support single payer national health insurance. Our or- 
ganization represents the views of the majority of the U.S. physi- 
cians now, 59 percent of whom support national health insurance 
in a recent survey. I wish to make two points to the Members of 
this Committee. 

The first is that the best health policy, science, literature, and 
experience indicate that the tri-committee proposal will fail miser- 
ably in its purported goal of providing comprehensive, sustainable 
health coverage to all Americans. And it will fail whether or not 
it includes the so-called public option health plan. 

The second point I wish to make is that the single payer national 
health insurance is not just the only path to universal coverage, it 
is the most politically feasible to health care for all because it pays 
for itself, requiring no new sources of revenue. 

The difference between single payer and the tri-committee pro- 
posal could not be more stark. Single payor has at its core the 
elimination of U.S. -style private insurance, using huge administra- 
tive savings and inherent cost control mechanisms to provide com- 
prehensive, sustainable, universal coverage. 

The tri-committee discussion draft preserves all of the systemic 
defects inherent in relying on a patchwork of private insurance 
companies to finance health care, a system which has been a ter- 
rible failure both in providing health coverage and controlling costs 
heretofore. 

Elimination of the U.S. -style private insurance has been a pre- 
requisite to the achievement of universal health care in every other 
industrialized country in the world. In contrast, public program ex- 
pansions, coupled with mandates like those in the tri-committee 
proposal, have failed everywhere they have been tried, both domes- 
tically and internationally. 

Eirst, because the discussion draft is built around the retention 
of private insurance companies, it is unable, in contrast to single 
payer, to recapture the 400 billion in administrative waste that pri- 
vate insurers currently generate in their drive to fight claims, issue 
denials, and screen out the sick. A single payer system would redi- 
rect these huge savings back into the system, requiring no net in- 
crease in health spending, and covering those uncovered today. 

Second, because the discussion draft fails to contain the cost con- 
trol mechanisms inherent in single payer, such as global budgeting, 
bulk purchasing, negotiated fees, and planned capital expenditures. 
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any gains in coverage will quickly be erased as costs skyrocket and 
government is forced to choose between raising revenue and cutting 
benefits, something we face today. 

Third, because of this inability to control costs or realize adminis- 
trative savings, the coverage and benefits that can be offered under 
the discussion draft will be of the same type currently offered by 
private carriers, which cause millions of insured Americans to go 
without needed care due to the cost and have led to an epidemic 
of medical bankruptcies, 1 million annually presently. 

Virtually all of the reforms contained in the discussion draft have 
been tried, and have failed repeatedly. Plans that combined man- 
dates to purchase coverage with Medicaid expansions fell apart in 
Massachusetts in 1988, Oregon in 1992, and Washington State in 
1993. The latest iteration, Massachusetts 2006, is already stum- 
bling with uninsured rates again rising and costs soaring. Ten- 
nessee’s experiment with a massive Medicaid expansion and a pub- 
lic plan option worked for 1 year, until rising costs sank it. 

The inclusion of a so-called public option cannot salvage this 
structurally defective reform package. A public plan option does not 
lead toward the single payer but toward the segregation of pa- 
tients, with profitable ones in private plans and unprofitable ones 
in the public plan. 

A quarter-century experience with public/private competition in 
the Medicare program demonstrates that the private plans will not 
allow a level playing field. Despite strict regulation, private insur- 
ers have successfully cherry-picked healthier seniors and have ex- 
ploited regional health spending differences to their advantage. 

They have progressively undermined the public plan, which 
started as a single payer system for seniors but now has become 
a funding mechanism for private HMOs and a place to dump the 
unprofitable ill. 

The potential $1 trillion pricetag on the tri-committee proposal 
already threatens to capsize our new President’s flagship initiative. 
In contrast, single payer avoids these hazardous political waters 
entirely because it requires no new sources of funding. 

In tumultuous economic times, single payer is the only fiscally 
responsible option. Two-thirds of the American people support it. 
The majority of physicians are in favor of it, as are the U.S. Con- 
ference of Mayors, 39 State labor federations, and hundreds of local 
unions across the country. Millions of Americans are mobilized to 
struggle for single payer, but your leadership is crucial. I hope this 
Committee will see fit to provide it. 

[The prepared statement of Dr. Young follows:] 
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Mr. Chairman, members of the Committee, thank you for giving me the opportunity to 
comment on the proposal that has emerged frrm the three key House committees and to 
aniculate the single-payer alternative. I am national coordinator of Physicians for a National 
Health Program, an organization of 16,000 American physicians who support single-payer 
itational health insurance. Our organization represents the views of the majority ufU.S. 
physicians. 59 percent of whom support national health insurance. 

I wish to make two points to the Members of this Committee. The first is that the best 
health policy science, literature, and experience indicate that the Tri-Committee proposal will &ii 
miserably in its purported goal of providing comprehensive, su.slain8ble health coverage to all 
American.^ And it will fail whether or not it includes a so-called ‘^public option*' health plan. 

The second point I wish to make is that single-payer national health insurance is not just 
the only path to universal coverage, it is the most politically feasible path to health core tor all, 
because it pays for itself, requiring no new sourcas of revenue. 

The difference between single payer and the Tri*Committcc proposal could not be more 
stark: single-payer has at its core the elimination ofU.S.-style private insurance, using huge 
administrative savings and inherent cost control mcchani.sms to provide comprehensive, 
sastainable universal coverage. The Tri-Committee discussion draft preserves ail of the systemic 
defects inherent in reliance on a patchwork of private insurance companies to finance health 
care, a system which has been a miserable failure both in providing health coverage and 
controlling costs. Elimination of U.S.-stylc private insurance has been a prerequisite to the 
achievement of universal health care in every other industrialized country in the world. In 
contrast, public program expansion.^ coupled with mandates, like those in the Tri-Committee 
proposal, have failed everywhere they've been tried, both domestically and internationally. 

First, because the discussion draft is built around the retention of private insurance 
companies, h is unable - in contrast to single payer • to recapture the $400 billion in 
administrative waste that private insurers currently generate in their drive to Qght claims, issue 
denials and screen out the sick. A single-payer system would redirect these huge savings back 
into the system, requiring no net increase in health .spending. 

Second, because the discussion draft fails to contain the cost control mechanisms inherent 
in single payer, such as global budgeting, bulk purchasing, negotiated fees and planned capital 
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expenditures, any gains in coverage will quickly be erased as costs skyrocket and government is 
forced to choose between raising revenue and cutting benefits. 

'fhird. because of this inability to conu-ol costs or realiae administrative savings, the 
coverage and benefits (hat can be offered under the discussion draH will be of the some type 
curremiy offered by private carriers, which cause millions of insured Americans to go without 
needed care due to costs and have led to an epidemic of medical bankruptcies. 

Virtually all of the reforms contained in the discussion draft have been tried, and have 
failed repeatedly. Plans that combined mandates to purchase coverage with Medicaid expansions 
fell apart in Massachusetts (1988), Oregon (1992), and Washington state (1993); the latest 
iteration (Massachusetts. 2006) is already stumbling, with uninsurance again rising and costs 
soaring. Tennessee’s experiment with a massive Medicaid expansion and a public plan option 
worked - for one year, until rising costs sank it. 

The inolusiun ofa so-caliod “public option" cannot salvage this structurally defective 
reform package. A public plan option dues not lead toward single payer, but toward the 
segregation of patients, with profitable ones in private plans and unprofitable ones in the public 
plan. A quarter^century of experience with public/private competition In the Medicare program 
demonstrates that the private plan.s will not allow a level playing field. Despite strict regulation, 
private insurers have successfully chcrry-picked healthier seniors, and have exploited regional 
health spending differences to their advantage. They have progrc.*isively undermined the public 
plan - which started us a singlc>pa>cr system for seniors but ha.s now become a funding 
mechanism for HMDs and a place to dump the unprofiiably ill 

The potential SI trillion price tag on the Tri-Committee proposal already threatens to 
capsize our new President's flagship initiative. In contrast, single payer avoids these hazardous 
political waters entirely because it requires no new sources of funding. 

In tumultuous economic times, single payer is the only fiscally responsible option. Two- 
thirds of the American people support it. The majority of physicians are in favor of it, as are the 
U.S. Conference of Mayors, 39 state labor federations and hundreds of local unions across the 
country. Millions of Americans arc mobilized to struggle for single payer, but your leadership is 
cnicial. I hope this Committee will see fit to provide it. 


Titank you. 
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Chairman RANGEL. Dr. Young, the Chair has heen advised that 
one of our most distinguished Members in the House and the 
Chairman of the Judiciary Committee has arrived and is here with 
us, and that is Chairman John Conyers. If he is here, I want to 
pause and recognize the fight that he has had over the decades in 
support of the single payer. 

And I want you to understand. Dr. Young, that our President has 
decided that he wants to make every effort to have a bipartisan 
bill. And I think there are over 83 Members of Congress that have 
supported the single payer. But I don’t think too many of them be- 
long to the other party. 

And so in an effort to launch this in a way that we could accom- 
modate each other, we have the public program that we hope would 
compete with the private sector. But having said that. Members 
will have questions later. And I hope that if Chairman Conyers is 
in the audience, he would stand so that we would recognize the 
service he has provided over the years. 

John Conyers, we thank you. 

[Applause] 

Chairman RANGEL. We thank you for your great contribution, 
and we would not be where we are today had it not been for your 
great efforts here. 

The Chair would like to call on Dr. David Gratzer. He is from 
Manhattan Institute for Policy Research from the great town of 
New York, New York. 

Thank you. 

STATEMENT OF DAVID GRATZER, M.D., SENIOR FELLOW, MAN- 
HATTAN INSTITUTE FOR POLICY RESEARCH, NEW YORK, 

NEW YORK 

Dr. GRATZER. Thank you, Mr. Chairman. Thank you. Members 
of the Committee. 

Mr. Chairman, as you gave me that warm introduction, I was re- 
minded of a comment a colleague of mine had said a few years ago 
when he suggested that on paper, I seemed like a remarkable indi- 
vidual. 

Chairman RANGEL. Let’s hope so at the end of your testimony. 

Dr. GRATZER. Mr. Chairman, I made a similar comment when 
I testified a couple of weeks ago before a Subcommittee of the Com- 
mittee on Education and Labor. People also laughed then, and I am 
not sure why. Pause for a moment just to soak this up. 

I am a kid from the prairie, and it is an enormously humbling 
experience to speak before this august body. And I appreciate the 
work that you are doing. And we may agree to disagree on some 
things, but I am honored to be able to testify today. 

I am going to speak in a few moments about the draft legislation 
before us. But I want to pause for a moment and talk about some 
personal experiences. You know, health care is ultimately very per- 
sonal. And it is important as we discuss policy details, as we dis- 
cuss statistics and figures, not to leave out the human aspects of 
this. 

A few years ago my wife hurt her back. We had gone on a ski 
trip in the Rockies. Actually, I had been invited out to a conference. 
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and they had generously even agreed to pay for my wife’s plane 
ticket. iUl I had to do was buy the lift tickets, and off we went. 

My wife is no athlete. She is an emergency doctor, and she hurt 
her back. I want to emphasize for the sake of our marriage that 
she tells the story a little bit differently than I do. Her version of 
events involves gale-like winds of 60 miles an hour or so, a tall 
mountain rivaling, perhaps, Everest, and a small mammal that 
had crossed her path that needed to be saved. My version of events 
is a little less august, involving a small ski slope, the bunny hill, 
and a lot of falls on her rear. 

But whether or not you accept her version of events or mine, at 
the end of the day she ended up seriously hurting her back. And 
my wife, who likes to log long hours in the emergency department, 
ended up lying on her couch in pain, numbness in her foot, largely 
unable to work. 

We were uninsured at the time, and interested in getting her 
some help. Forty years ago there would have been no help to be 
had. She just would have lived her life like that. Twenty-five years 
ago there would have been a surgical procedure to help her out 
that would have had a long convalescence, a risky procedure that 
may not have worked. 

My wife ended up getting a procedure that lasted less than 28 
minutes, involved a scar that she wears on her back that is less 
than a half-inch long, and within a few weeks, she was able to rise 
up from that couch and go back to life. 

It was in its own ways something of a miracle, something we see 
every day in American health care. I would emphasize that there 
are so many problems with American health care — and we are 
going to talk about that today, in the coming days and the coming 
weeks. But we should not forget what is good about this system, 
that American medicine is second to none. 

I have talked about my wife’s back, but certainly we could cite 
other examples. Death by cardiovascular disease has dropped by 
two-thirds in the last 60 years. Polio is confined to the history 
books. Childhood leukemia, once a death sentence, is eminently 
treatable for people under the age of 11. 

You know, in my other life I am a doctor, and I have seen mir- 
acles there, too. I had a patient who came in covered in his own 
urine who was completely psychotic. We gave him an anti-psy- 
chotic, a new one, developed right here in the United States, and 
he went back to being a college student and living out his life. Let 
us not forget the successes when we talk about the failures. 

Of course, there are problems. It was difficult to find a neuro- 
surgeon for my wife because quality is so uneven and they are such 
a black box. We actually Yahoo’ed “Neurosurgery, west New York,” 
and got a bunch of porn sites. Costs are uneven and at times inex- 
plicable. We got a bill that lasted about 3V2 feet and was unan- 
swerable. 

People look at these problems and they say, it is time now for 
Washington to take a larger role, a more robust role. And I see that 
Members of the Committee are entertaining that. I understand 
that temptation. 

I understand the belief that government expansion will be com- 
passionate and will increase quality. I understand that because I 
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used to believe it. I was born and raised in Canada. I, too, believed 
in some level of socialized medicine. Then I got mugged by reality, 
and I have seen the waiting lists and the queues for care and how 
unsatisfying it is. 

You have a choice to make, and down one path is the government 
temptation. But there is also, my friends, the low road less traveled 
of individual choice and true competition. And that is why I think 
we need policy reform and regulatory reform and tax reform to 
build on what is good with this system, and not to end up with a 
system far worse like you see in Canada or Britain or right across 
the western world. 

Thank you, Mr. Chairman. 

[The prepared statement of Dr. Gratzer follows:] 

Prepared Statement of David Gratzer, M.D., Senior Fellow, 
Manhattan Institute for Policy Research, New York, New York 

Thank you for this opportunity to testify at this important time. My testimony 
is drawn from personal experience — as a physician horn and trained in Canada, as 
the author of two books (and the editor of a third) on comparative health care policy, 
and as a senior fellow at the Manhattan Institute. (For the record, the views I 
present are my own and do not necessarily represent those of the Manhattan Insti- 
tute.) 

The choices Congress will make on this issue are critical both for the United 
States and for patients around the world who benefit from American advances in 
diagnostic technology, pharmaceuticals, biotechnology, surgical techniques, and 
medical device design. 

It is not a coincidence that the United States is so productive in medical science. 
America’s health care system is unique in its capacity to mobilize private invest- 
ment. Many critics of the system look at its rising share of GDP and see only cost. 
But we must remember in these discussions that American medicine is second to 
none. The achievements of the last 60 years have been amazing: Polio is confined 
to the history books; death by cardiovascular disease has fallen by two-thirds; child- 
hood leukemia, once a death sentence, is now treatable. 

The U.S. system needs reform, yes. Costs continue to rise. Quality is uneven. Too 
many lack insurance. But in our effort to make a system with better coverage and 
access, we must not lose what is right and what is good. 

1. BUILDING ON WHAT WORKS 

U.S. lawmakers should be cautious about borrowing reforms from other countries; 
Congress must reform the health care system with made-in-America solutions. 

Congressional leaders would be wise to focus on simple, practical reforms that 
build on what works in this system. 

• We must recognize the forgotten role of health in health care {policy reform)', 

• We should foster insurance competition in a larger marketplace {regulatory re- 
form)', and 

• We must level the tax playing field for individuals seeking insurance outside 
the workplace {tax reform). 

Supporters of a single payer model repeatedly point to America’s lower life expect- 
ancy as evidence of a systemic failure. As a physician, let me assure you that life 
expectancy is about much more than what happens in the doctor’s office. Indeed, 
some of the biggest problems we face are due to choices and not (health) care. Amer- 
icans live unhealthily — smoking, drinking, and eating more than their neighbors to 
the north, or their Western European cousins. Consider that the percentage of obese 
Americans has doubled in the last quarter century. 

The failure to prevent common illnesses like diabetes and lung cancer carries sig- 
nificant financial consequences for the health care system. Both Democrats and Re- 
publicans can agree with this point. Significant government and private actions are 
needed — we must do more to promote wellness, provide incentives for prevention, 
and encourage Americans to take greater responsibility for their own health. 

Market competition can contain the high cost of insurance — if Congress and the 
States would only allow it to take place. Efforts at creating equity and fairness in 
the health insurance market — done with the best of intentions — have created dra- 
matic differences in price across the country. For example, a health-insurance plan 
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for a family of four in New York can cost more than $12,000 a year, but a similar 
is about $3,000 in Wisconsin. 

The Federal Government can promote regulatory strategies that will increase 
interstate insurance competition. Proposals to create a true national market for 
health insurance is on the right track, but Congress must go farther to level the 
tax and regulatory playing field for non-group insurance. Once the marketplace of 
individuals can compete fairly with employer-provided plans, they can serve as an 
ideal vehicle for broadening coverage to the uninsured. 

2. THE SOCIAL RISKS OF GOVERNMENT-MANAGED CARE 

Single payer advocates and their allies insist that only government health insur- 
ance can solve America’s problems. For example, when it comes to wellness, some 
claim — without evidence — that preventive care will be strengthened in a single 
payer system. 

In reality, preventive care has suffered in many single payer systems because it 
is not urgent care. Governments in single payer systems have tended to see “elec- 
tive” and preventative care as a safer target for rationing, in much the same way 
that governments worldwide habitually underbudget for infrastructure mainte- 
nance. 

For example, it’s a common mantra that Canadians can choose their own family 
doctor in Canada’s socialized health system. But as many as one-sixth of Canadians 
cannot find a family doctor. Canada has two-thirds as many doctors as the OECD 
average, with severe shortages in several areas of specialty (for example, 
gynaecology). When there are no doctors to choose from, the “freedom to choose” is 
a limited benefit. The doctor shortage is a direct result of government rationing, 
since provinces intervened to restrict class sizes in major Canadian medical schools 
in the 1990s. 

To further inform Congress about the challenges of government-managed care, I 
cite Canadian-sourced data. 

(1) CIHI Reports on Provincial Wait-Times “Progress” 

The Canadian Institute for Health Information (CIHI), a government-funded body, 
is the designated agency responsible for collecting provincial wait-times data. Their 
reports ^ paint a disturbing picture. Advocates for the Canadian system often cher- 
ry-pick broad averages or median wait time figures, but CIHTs most recent (2008) 
data gives a fuller picture of what service is like at the “back of the line.” Consider 
just a few examples: 

• In Alberta, Canada’s wealthiest province, 50% of outpatients waited 41 days or 
more for an MRI scan. Ten percent of those patients waited 41/2 months or 
longer. 

• In Saskatchewan, 10% of knee replacement patients waited 616 days or more 
for surgery. 

• In Nova Scotia, 25% of patients waited 199 days or more for cataract removal. 

All of these and other figures reflect wait times after referral by a general practi- 
tioner. As noted earlier, millions of Canadians do not have access to a family doctor. 

(2) Canadian Wait Times Alliance: Annual Reports, 2004-2009 

Canada’s Wait Times Alliance offers a counterpoint to CIHTs reports. The Alliance 
consists exclusively of Canadian medical professional associations like the Canadian 
Medical Association. Their 2009 report. Unfinished Business, opens with the obser- 
vation that “Canadians are used to waiting.” The report^ notes that provincial 
“progress” toward wait times targets often represents progress toward “minimum 
wait-times standards, rather than desired wait-times standards.” 

(3) Chaoulli v. Quebec (Attorney General), 2005 SCC 35 

This recent decision ^ by the Supreme Court of Canada serves as a wake-up call 
to those who see the Canadian system as a utopian mix of public funding and pri- 
vate choice. The case centred on a patient who chose to sue for the right to use his 
own money to secure timely medical treatment, a right that was denied Canadians 
until the Chaoulli decision. 

Writing for the majority. Justice Marie Deschamps concluded that: 


^The latest CIHI reports on provincially-reported wait times are available at www.cihi.ca. 

2 The 2009 Report is available, as are previous years’ reports, at www.waittimealliance.ca. 

3 The Chaoulli decision is online at http://csc.iexum.umontreal.ca/eny2005/2005scc35/ 
2005scc35.html. 
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“[T]he evidence in this case shows that delays in the public health care 
system are widespread, and that, in some serious cases, patients die as a 
result of waiting lists for public health care. The evidence also dem- 
onstrates that the prohibition against private health insurance and its con- 
seq^uence of den 3 ring people vital health care result in physical and psycho- 
logical suffering that meets a threshold test of seriousness.” 

ChaouUi v. Quebec (Attorney-General) 2005 

(4) [Quebec] Taskforce on the Funding of the Health System, 2008 

Finally, consider the most recent report from Quebec, a comprehensive review of 
a government-managed system in peril. The government-appointed Chair of the 
Taskforce was M. Claude Castonguay, widely considered “the father of Quebec medi- 
care,” as he co-authored a report in the late 1960s that created Quebec’s earliest 
single payer model. Almost 40 years later, this report"*^ concluded that “there is no 
ideal system,” called for an increase in private sector involvement and cited crip- 
pling cost inflation and poorly rationed care as major flaws in Quebec’s single payer 
model. 

3. THE FISCAL RISKS OF GOVERNMENT-MANAGED CARE 

These challenges are not unique to Canada. Around the world, the more public 
the system, the greater the challenge in managing it. For example, the United King- 
dom recently increased the annual budget of the National Health Service (NHS) by 
tens of billions of pounds in an effort to bring wait times below their own targets. 
The effort succeeded, but only if you believe that the NHS guarantee of care no later 
than 18 weeks after a referral represents timely service. Recessionary budget reduc- 
tions are likely to limit further progress as the Brown government has ordered the 
NHS to prepare for increases below core inflation (1.6%) in fiscal year 2010-2011. 

The White House is alarmed by private-sector health inflation, but it must also 
acknowledge the same trend in government-managed systems. Even with pharma- 
ceutical price controls, technology rationing, and limited capital investments, almost 
all Canadian provinces carry substantial debts fuelled mostly by persistent health 
care inflation. Ontario’s health budget is projected to grow by 7% for each of the 
next 3 years. The 2008 Taskforce calculated Quebec’s annual health inflation rate 
at almost 6%. In Britain, the NHS admits to a 60 year average increase of 3% over 
inflation. Ireland’s single payer system has experienced constant price turbulence. 
Despite 3.5% deflation this May, Irish health costs still grew at an annualized rate 
of 4.5%. 

What causes inflation in public health insurance programs? As government’s role 
as the primary funder grows, the greater the political contradiction between de- 
mands for fiscal restraint and demand for service. The pattern is consistent across 
national boundaries: If governments provide the insurance, benefits come cheap and 
easy in the early years. When the cost of treating older citizens, serving new pa- 
tients or providing new treatments climbs, polic 3 Tnakers face a devil’s choice be- 
tween rationed care or tax-funded cost inflation. Most often, they try to balance the 
two bad options, restraining inflation slightly below U.S. levels with ever-more pain- 
ful restraints on capital investment, human resources, technology, and drug access. 
Waiting lists for treatment are the inevitable consequence. 

4. A PUBLIC PLAN OPTION IS GOVERNMENT-MANAGED CARE 

The Administration insists that support for a “public plan option” is not intended 
to serve as a “Trojan horse” for a single payer health care system. I can only reply 
with the time-honoured scientific observation that “if it walks like a duck, if it 
quacks like a duck ...” 

The historic reality is that even if the Administration sincerely does not want 
public insurance to serve as a Trojan horse for a single payer system, the public 
plan option is certain to deliver exactly that result, just as more limited public in- 
surance schemes in Canada, Britain, and other countries, came to dominate their 
own health sectors: 

• As a government program rather than a state-regulated insurance plan, the 
public plan option has competitive advantages; 

• If those advantages are removed, then there is no point in introducing the pub- 
lic plan when the proposed “Health Insurance Exchange” will increase competi- 
tion anyhow; 


^The full report is online in English at http://www.financenientsante.gouv.qc.ca/en/rapport/ 
index. asp. 
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• If the advantages are left intact, the United States will undermine its private- 
sector health care, as have other western countries. 

The Administration believes a public option is needed to, in the President’s words, 
“keep the insurance industry honest.” If this argument is carried to its logical con- 
clusion, the public plan must also be “honest.” 

Will the public plan be financed on a pay-as-you-go basis as many entitlement 
programs have been, or will it be properly financed to future insurance costs? 

Will the public option pay market costs for capital, just as private insurers must? 

Will the public plan comply with costly State mandates just as private insurers 
do, or will the Federal Government override them? 

If the public plan has any built-in government advantages, it will build market 
share — not because it is necessarily better insurance, but because it is subsidized 
and legally privileged. As the plan grows in size. Federal taxpayers will foot an 
ever-larger share of the system’s increasing costs, and governments will be under 
ever-more pressure to ration care to contain them. 

Further, if the goal of public competition is to reduce the impact of public health 
care costs on the U.S. Treasury, then the best policy choices are those which extend 
coverage and improve affordability without significant damage to the U.S. tax base. 
Will the public plan pay taxes to simulate the tax costs of a private insurer? If not, 
then every dollar attracted to the public plan is a dollar taken from the taxable pri- 
vate sector, reducing the economy’s ability to carry the costs of public health pro- 
grams in future. 


Let’s be clear: American health care is in need of reform. But as any good doctor 
knows, it’s not enough to get the diagnosis right, we need a treatment that makes 
sense. A massive expansion of Washington’s role is not that treatment. Rather, Con- 
gress should look to alternatives: 

Prioritize regulatory reforms that will open up true competition between existing, 
fully-funded insurers. 

Target direct government aid to individuals who really need it, with incentives for 
individuals to become a powerful competitive force in the insurance marketplace. 

Promote rapid improvement in the personal health of Americans to reduce de- 
mand on the system’s most costly health care services. 

These ideas would bring greater choice to American health care; they would also 
help instill in the system the oldest of American virtues: Personal responsibility. 
While they may not be as catchy as promising Medicare for those who want it, these 
ideas have the benefit of pushing the system toward a sustainable future, not a gov- 
ernment bureaucracy. 


Chairman RANGEL. Thank you so much for your testimony. I 
can see why our Republican friends have selected you. You are very 
persuasive. And I want to make it abundantly clear: Anybody sup- 
porting this concept certainly cannot disregard the great advance- 
ments that have been made in American medicine, and the great 
contributions that the private sector have and continue to give. 

And I only wish that you can help us to understand that we can- 
not find acceptable 48 million people without health care. And I 
know you agree with that. Over half of that amount are under- 
insured. And the whole idea that this genius of the private sector 
cannot compete with a government operator, or better than that, 
that the American people will not seek out the best that they can 
find, certainly is a far cry from what you describe as socialized 
medicine or whatever derogatory term that you want to call it. 

We are not competing for a French plan or a Canadian plan or 
a foreign plan. This is an American problem, and it has to be an 
American solution to it. 

And so I just ask you. Doctor, if indeed we are talking about com- 
petition, don’t you believe that the government can learn from the 
private sector and that the private sector can learn from the gov- 
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eminent? We as Americans, and certainly the medical profession, 
have never run away from the challenge of competition. Why won’t 
you give us a chance? 

Dr. GRATZER. Mr. Chairman, let me agree with you that there 
are significant problems here. And certainly I don’t wish to walk — 
or don’t wish for you to walk away from my testimony today think- 
ing that I am glossing over these problems. There are too many un- 
insured Americans. 

I am not quite sure that we should be so concerned with that 
large number, but within them there is a core group, maybe 8 or 
9 million, who really do fall through the cracks. And it is up to this 
body in these deliberations to find a way of reaching out. 

But be careful. Be careful what we end up doing because as any 
good doctor knows, it is not enough to come up with the right diag- 
nosis. You have to come up with the right treatment. And some- 
times when you don’t do that, the patient gets worse. 

As you know, I am pretty libertarian in my thinking. Milton 
Friedman wrote the foreword to my last book. He was a mentor for 
me. 

Chairman RANGEL. What was the name of your book? We 
might as well get that in now. 

Dr. GRATZER. Well, Mr. Chairman, “The Cure: How Capitaliza- 
tion Can Save American Health Care,” available on Amazon.com at 
a very reasonable price, Mr. Chairman. 

[Laughter.] 

Dr. GRATZER. But today, I will offer you a book at no charge. 
But Mr. Chairman, I think one should be very careful about the 
language we use. Yes, you and I believe in competition. Yes, you 
and I believe in individual choice. But a public plan option as is 
being discussed is not true competition, and it is not true choice. 

As you know, the discussions underway are to have Medicare 
pricing. In other words, we would build a public plan option basi- 
cally modeled after Medicare. Medicare is not really an insurance. 
I know you and I throw that term out. And when you have public 
plans in other countries, we talk about social insurance, but they 
are not true insurance. 

Medicare is a Federal program. Medicare is a Federal program 
with price controls, one that is opted out of State regulations, that 
doesn’t require any of the capitalization required of private insur- 
ances, that doesn’t account as private insurances do. 

So yes, I believe in competition. But it has to be fair competition. 
I think a better 

Chairman RANGEL. Pause there. Tell me, please, what is unfair 
about the option? Because I have more respect for the ingenuity of 
the private sector. Why would anyone that enjoys the genius of the 
private sector walk away from that to a crumbling, failing, govern- 
ment, irresponsible program? 

Dr. GRATZER. Can I quote you on that? 

Chairman RANGEL. Well, this is your language. And I am say- 
ing that why would anyone walk away from what you are describ- 
ing? The key word that separates you and I is that you already 
said the program, the public option program, is unfair. 

Well, hell, I am sorry, but if I was losing a lot of money to a com- 
petitor, I would try to find that word, saying, this competitor is 
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coming in, reducing my profits. I am in business to make money. 
That is what my job would be in the private sector. 

And if anyone came in with any idea about just providing health 
care, I wouldn’t call that unfair. Tell me what is unfair about the 
system since we are searching to give confidence that we want an 
even playing field? 

What could we possibly do to provide that competition, which I 
am certain you are not afraid of, as long as it is, what, fair? Tell 
me what we could do to perfect this so you can say, well, at least 
that is fair, and we can match you patient for patient, and in your 
case, dollar for dollar. 

Dr. GRATZER. Sure. Three words: Scrap price controls. 

Chairman RANGEL. Where would the price control be? 

Dr. GRATZER. Well, Medicare price controls. As you know, there 
is a committee of 

Chairman RANGEL. We are paying for the private sector with 
Medicare. That is how they make their money. It is government 
money that goes into these programs. The doctors are reimbursed 
with Federal dollars. 

Dr. GRATZER. But they are being reimbursed at a fraction of 
what they would make in the private sector. And as you know, 
there is good evidence that there is cost-shifting going on whereby 
private plans end up picking up the weight, the dropped weight, 
from the public system. 

Chairman RANGEL. Doctor, we have so many programs that the 
patients and the clients are supported by Federal dollars and Medi- 
care where they are doing so well and making profits, if you will, 
by cutting a lot of procedures that are truly found to be unneces- 
sary. 

And I might say that a lot of doctors would share with you the 
lack of satisfaction that they get with the payment system, which 
forces them in many cases to find services that are not necessary 
to be funded by the government because they don’t believe that the 
reimbursement is adequate. We are trying to take care of that. I 
don’t think we 

Dr. GRATZER. Hold on, Mr. Chairman. I think you have per- 
suaded me that Medicare is in need of reform. I am not sure you 
have persuaded me 

Chairman RANGEL. You bet your sweet life it is. 

Dr. GRATZER. But you have not persuaded me that 

Chairman RANGEL. The whole system is broken. 

Dr. GRATZER. The whole system is 

Chairman RANGEL. But we don’t expect the private sector to 
come forward and fix it. We need a partnership. We need a fair re- 
lationship. And the only difference that separates you and I is that 
I think you are suggesting that you are not afraid of fair competi- 
tion. 

Dr. GRATZER. Then let’s agree on what fair competition might 
be for this public option. 

Chairman RANGEL. Exactly. 

Dr. GRATZER. No price controls. Reimbursement set by the pri- 
vate sector. Capitalization required. 

Chairman RANGEL. Reimbursement set by the private sector, 
did you say? 
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Dr. GRATZER. Yes. Doctors ought to make a fair wage, don’t you 
think? 

Chairman RANGEL. A fair wage? Okay. Okay. All right. 

Dr. GRATZER. I believe in competition. But we are not talking 
about competition between insurances. 

Chairman RANGEL. Let’s talk in New York. 

Dr. GRATZER. We are talking about competition between 

Chairman RANGEL. It is all a question of what is fair. And I 
would like to yield to the Ranking Member because we have re- 
duced our differences to price. 

Mr. CAMP. Well, thank you, Mr. Chairman. We have had a num- 
ber of hearings either in the Committee or Subcommittee — I think 
six this year — on various aspects of health reform, seven if you look 
at the Income Security Subcommittee’s hearing on a new entitle- 
ment program that was incorporated into this draft, and really 
nearly two dozen in the last Congress. 

So I really want to focus on the specific aspects of this legislation 
before us, not necessarily in general what health reform — what 
might be right and wrong in the health reform system. 

And so Dr. Gratzer, you mentioned the difference often between 
the public and private plans. And I believe in section 1401(b) of the 
bill, there is a new tax on all non-government health insurance 
policies, which would be another way that competition isn’t really 
fair between the public plan and the private plans. It would be a 
$370 million tax to fund the competitive effectiveness research 
trust fund. 

Would this tax, in your opinion, fall on people at all income lev- 
els? Is it based only on who has a non-government health insur- 
ance policy or private health insurance? 

Dr. GRATZER. I thank you for the question. I will be honest 
with you: I am not as up on perhaps the specifics of the bill as I 
should be. It is an 825-page bill, and I have only had since Friday 
to review it. 

But my suspicion is besides the structural differences between a 
Federal program and insurance, you have hit the nail on the head 
that even this bill will exaggerate these differences from a tax 
point of view. 

Again, I believe in competition, but it ought to be fair competi- 
tion. And if really what we are going to do is take this public plan 
option and make it just like every other insurance except it is not 
for profit, we already have the blues, sir. 

Mr. CAMP. All right. Thank you. 

And Ms. Pollitz, I am a little confused about whether insurance 
policies offered through the exchange would have to adhere to 
State benefit mandates. I believe in section 203, which starts on 
page 55 of the bill, that the new health choices commissioner could 
override State mandates with their authority. Is that your read of 
the bill? 

Ms. POLLITZ. I don’t remember. I am sorry. 

Mr. CAMP. Okay. I believe on page 59 you would find that is the 
case. 

I also have a question for Dr. Holahan. It appears that there will 
be, for an employer who does not offer health insurance, an 8 per- 
cent tax on total wages. Is that your understanding? 
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Mr. HOLAHAN. Yes. 

Mr. CAMP. And if there was an employee who had a spouse who 
had an insurance plan with another company, and that employee 
decided to go on their spouse’s insurance for some reason — it may 
have better benefits; it may be cheaper for their family — and that 
policy was in the exchange, would the employer still have to pay 
the 8 percent tax on that employee who was not covered by insur- 
ance? 

Mr. HOLAHAN. So you are saying the employee is covered, the 
spouse is not? 

Mr. CAMP. The spouse is covered by another plan that is in an 
exchange. This employee decides, I will go on my spouse’s plan. I 
am not going to use my employer’s plan. Because it might be 
cheaper. It might have different benefit levels. 

Mr. HOLAHAN. There are a lot of difficult design issues in 

Mr. CAMP. My view 

Mr. HOLAHi^. I don’t know how they dealt with that, to be 
honest. I didn’t see that. 

Mr. CAMP. My read of the bill is that that employer would still 
have to pay an 8 percent tax. So if the employee made $100,000, 
the employer would still be on the hook for $8,000 

Ms. POLLITZ. Mr. Camp. 

Mr. CAMP [continuing]. Even though that employee was covered. 

Ms. POLLITZ. I believe there was a general provision in the bill 
that allowed for a delegated authority to the Secretary to arrange 
for accounting rules to take care of problems like that. I don’t know 
that it is specified in the bill, but it is acknowledged that there 
would need to be accounting rules about how families are covered 
when there is more than one source of coverage, and that those will 
need to be addressed. 

Mr. CAMP. Yes. The bill, as written now, would indicate that 
that tax by the employer has to be paid. It wouldn’t necessarily 
change anything. The family doesn’t pay that; it is the employer’s 
payment. 

I also have a question. Dr. Holahan. The health choices commis- 
sioner who would run the exchange, what protections are there in 
the bill to ensure that there is the necessary independence from 
the President and the Health and Human Services Secretary, given 
that this person would be running the health care — the govern- 
ment plan? What protections in the bill are to ensure that that is 
an independent position? 

Mr. HOLAHAN. I don’t think I can answer that. I didn’t read 
that part of it. 

Mr. CAMP. Okay. It is my understanding there aren’t any such 
protections in the bill, and I think that is one of the concerns that 
we would have. 

Mr. HOLAHAN. As I said in my opening remarks, I would agree 
with that. There has to be separation. 

Mr. CAMP. Thank you. 

I see my time is expired, Mr. Chairman. Thank you very much. 

Chairman RANGEL. Well, I have talked with staff. And as we 
told you yesterday, we think the bill is clear that an employer that 
offers insurance will not be penalized merely because one of the 
employees would want to enjoy the benefits under another plan. 
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But in an effort to show the direction in which we want to go, 
we are prepared to accept Republican language to make it abun- 
dantly clear that if he is offering the insurance, it doesn’t mean 
that the employee has to accept it. So there is no penalty involved. 

I would like to yield to the Chairman of the Health Committee. 

Mr. STARK. Thank you, Mr. Chairman. And thank my col- 
leagues for their patience. I think it is important to note that in 
this draft proposal, there are still many issues that are undecided. 

But I did feel that it is important to note that the — well, there 
has been a good bit of discussion about a Canadian system, which 
the public plan, I would suggest, is not. There is basically nothing 
in the public option that would create a Canadian-style system. Dr. 
Gratzer indicates that it would be important to have preventive 
health. I believe that we have eliminated copays for preventive pro- 
cedures, which should increase preventive health. 

Canadians don’t get their health care via their employer. Private 
insurers do not exist in Canada offering comprehensive health ben- 
efits. There are province-wide caps on spending in Canada. And 
these are four major elements of the Canadian system that are not 
at least in this discussion draft. 

So that I would just like to make crystal clear that this is an at- 
tempt to save money, as they say, bend the curve, and also a ques- 
tion to make sure that everybody contributes. Beneficiaries will 
contribute. Employers will contribute. Taxpayers will probably end 
up contributing. And providers certainly will. 

Dr. Gratzer has suggested that physicians ought to set their own 
prices. They are currently the highest-paid group of people in 
America, averaging substantially over $250,000 a year, many mak- 
ing $6 or $700,000 a year. And I have repeatedly said I fail to ex- 
tend much sympathy to the $600, 000-plus physicians who are back 
here looking for more, particularly in this time when so many 
Americans are just looking for a job. 

So that I think we have to move ahead. One of the things that 
was in this — whoever wrote this silly $3 trillion analysis managed 
to miss 500 pages of the text, and I wonder what else they missed, 
because they didn’t talk about the savings in the bill. 

And also, I must say, in the analysis they said that in contrast 
to the Senate version, our version is more fiscally prudent and ef- 
fective. Now, given that CBO has scored the Senate version at 
around 1 to 1.6, this certainly indicates that we are doing a lot bet- 
ter. 

So I hope we can continue to analyze the bill, and try and keep 
our analysis of it somewhat close to reality, and come up with a 
bill that will end up having more than 95 percent of the American 
public with an affordable quality access to medical care. 

Thank you, Mr. Chairman. 

Chairman RANGEL. Thank you. Chairman Stark. 

I would like to recognize Mr. Merger, who has spent quite a bit 
of his legislative career working on health reform. 

Mr. MERGER. Thank you, Mr. Chairman. 

Dr. Gratzer, advocates of a government-run care program often 
point to Canada as a model for the U.S. to follow. However, your 
experience shows that many Canadians can’t find a family physi- 
cian, and those that do often face long waits if they need followup 
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care. In fact, some patients even die while waiting to receive treat- 
ment. 

Could you please elaborate? 

Dr. GRATZER. I thank the Member for the question. There is 
such a severe physician shortage in Canada that there are small 
towns where if you win the local lottery, you don’t get money to pay 
off your mortgage. You don’t get a boat. You don’t get a new house. 
You get a trip to the family doctor. 

One in six Canadians, according to the government’s own statis- 
tics, are actively looking for a family doctor and can’t find one, the 
shortage is so severe. 

Even the Supreme Court of Canada — arguably, by the way, one 
of the most liberal supreme courts in the western world — wrote in 
a decision, writing for the majority, according to the chief justice, 
that access to wait lists is not access to health care. 

The Canadian system rations. The British system rations. The 
Swedish system rations. Right across the board, you see the same 
thing — not according to my statistics or right-wing think tank sta- 
tistics; according to even their government statistics. 

Now, the question is, is any of this relevant today? And Mr. 
Stark has suggested that it is irrelevant because we are just talk- 
ing about a public plan. But a public plan would inevitably lead to 
a government plan, and inevitably lead to a further skewing of the 
field, 120 million Americans taking up public insurance, and ulti- 
mately you are well on your way to a Canadian-style system. That 
is the danger. 

Look north of the 49th parallel, and you don’t find a compas- 
sionate system. You find people waiting, and to use your words, in 
some cases dying. 

Mr. MERGER. Thank you. On a different issue, competitive effec- 
tiveness research, if done right, can be an important source of 
trustworthy information for patients and doctors. I am concerned, 
however, that if it is done wrong, it could take us down the path 
of countries like the U.K., where government agencies get in the 
middle of the doctor-patient relationship and decide whether or not 
to cover a medical treatment based solely on its cost. 

I have introduced bipartisan legislation that would prohibit the 
Eederal Government from using competitive effectiveness research 
to make cost-based coverage determinations, while also ensuring 
that research is conducted transparently and with adequate oppor- 
tunity for public comment. 

Dr. Gratzer, do you believe it is important for health reform leg- 
islation to include these kinds of safeguards to protect the doctor- 
patient relationship? 

Dr. GRATZER. Absolutely. I am a huge believer in studying 
what is effective and what isn’t. You know, in my other life I am 
a practicing physician. As a psychiatrist, I tap the CATIE study 
funded by the NIMH all the time. It was a direct head-to-head 
comparison of different anti-psychotics. It literally influences my 
practice every day. That is funding that worked and helped people. 

On the other hand, one must be enormously careful not to follow 
the examples of countries like Britain, where you have a committee 
of really smart, well-meaning people who end up making decisions 
that they ought not to. There is a right way of doing this and a 
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wrong way of doing this. I fear in the stimulus bill we took the 
wrong tack. But I applaud your efforts and the bipartisanship it 
has enjoyed. That is the right way we ought to do it. 

Health care is a black box. We are power consumers. No matter 
whether you agree with a single payer system or a government-run 
system or, as you and I do, a more private system, we need to in- 
form individuals more correctly — not through government rationing 
committees, but through better information to consumers. 

Mr. MERGER. Dr. Gratzer, again, thank you very much. I be- 
lieve we all agree — Republican, Democrat, whoever we are — that 
the system needs to be fixed. But it needs to be repaired and fixed 
in a way that is going to make it better, not make it worse. So 
thank you very much for your testimony. 

Thank you, Mr. Chairman. 

Chairman RANGEL. I would like to recognize a senior Member 
of our Committee, Sandy Levin. 

Mr. LEVIN. Well, we are having, I guess, a grand debate. So let’s 
continue it. 

Dr. Gratzer, in your testimony you say — I think you mean it hu- 
morously — the honored scientific observation that if it walks like a 
duck and it quacks like a duck, it is a duck. We are not talking 
about a duck. It is a straw man. 

I live next to Windsor. We are not proposing a Canadian system, 
and there is no way we are going to allow the opponents of reform 
to mischaracterize what we are proposing. 

You talk about the rationing of health care in Canada or in Brit- 
ain. One of the problems is, and we have a strong health care sys- 
tem in some respects, but the present American system rations 
health care. There is a horrible difference in the availability of 
health care for Americans in this country. And we have a system 
that needs reform. 

I think you said you are a libertarian. You say it straight. Essen- 
tially, you talk about the American system. That includes Medi- 
care. You essentially would dismantle Medicare. I think you would. 

You talk about price controls. We instituted some control of reim- 
bursement costs for hospitals in Medicare. You would turn that 
over to, essentially, competition without any government role. At 
least that alternative is said essentially straight. But America has 
essentially rejected it. They don’t think Medicare is a Canadian 
system of health care. 

So if there is any hope for a bipartisan approach, and I hope 
there is, to reform our health care system, it will not be possible 
if the main effort of those who oppose what we are proposing is 
caricature. This is not a duck. That is a straw man. 

And I want to say to Mr. Camp, it is true we do not at this point 
indicate how we will pay for it. And you bring out a study — I don’t 
know, really, its origin — about 3V2 trillion. We will see what CBO 
says. But I don’t think that kind of a study should scare us into 
inaction. 

And you also mentioned the problem of where both the couples, 
both work. You know, from Michigan, we should be sensitive to 
that because we have had a system where both people work. Essen- 
tially, one employer is paying all the costs for both people. And in 
1993-1994, a plan that did not succeed attempted to address that. 



52 


And I think it is important that we face up to the issue, but with- 
out caricaturing what it is all about. 

So Dr. Gratzer, you say that there can’t be fair competition with 
government involvement. We will see. The reason that we have 
proposed focusing on reform and then focusing on how we pay for 
it is because the system needs to be revised. 

The reimbursement structure today that we have in Medicare 
and beyond for physicians is totally unworkable. It is totally un- 
workable. And what our proposal does is attempt to begin to ad- 
dress an unworkable system and an unfair system of physician re- 
imbursement. 

And those of us on the majority side want us to examine how we 
go even further. And I think to say that a public plan is socialism 
or is Canadian misses the point. We want a public plan in part so 
that there will be more competition to address issues of reform. 
That is one of the strengths of a proposal that includes an option 
for a public plan. 

Mr. CAMP. Mr. Levin, would you yield briefly? You used the 
words characterizing your plan. I am just trying to find out what 
it says. 

Mr. LEVIN. I said caricature. 

Mr. CAMP. Caricature. On page 115, it says, “The employer shall 
make a timely contribution to the health insurance exchange if an 
employee declines such offer but obtains coverage in an exchange.” 

So my read of the plain language of the bill is that an employer 
will be required to make that 8 percent. We can debate whether 
that is the right thing to do. I think at this hearing we are just 
trying to find out what does the bill do. 

Mr. LEVIN. Okay. Let me take back my time. Let’s talk about 
that issue without caricaturing the plan. 

It is a problem where both work, and one employer is paying in- 
surance for both. That is a problem. Let’s discuss this on a bipar- 
tisan basis, whether the present proposal adequately addresses it 
or not. But don’t caricature that provision or any other provision. 

Eor you to come here and essentially say what we are proposing 
is a Canadian system is dead wrong. 

Chairman RANGEL. The Chair would like to recognize a contin- 
uous service hero, Sam Johnson. 

Mr. JOHNSON. Thank you, Mr. Chairman. 

Ms. Pollitz, you state in your testimony, “Defining a national 
standard for health insurance is crucial,” and that, “an essential 
benefit package is necessary.” 

I was wondering if you think the benefit package should include 
acupuncture like they do in California? 

Ms. POLLITZ. No. I think we could get by without that. 

Mr. JOHNSON. No? Should it be required to cover the cost of 
prosthetic devices, as it is in New Jersey and California? 

Ms. POLLITZ. Yes. I think prosthetic devices are very important 
for people with disabilities and would be needed. 

Mr. JOHNSON. How about covering in vitro fertilization costs? 

Ms. POLLITZ. I am not sure I have an opinion on that. 

Mr. JOHNSON. Well, you know, a health insurance policy in 
New Jersey costs significantly more than a policy in the Midwest 
mainly because of excessive mandates. And I am concerned that 
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our government bureaucrats in D.C., who in this bill are tasked 
with making decisions on what to include in an essential benefits 
package, will include too many mandates. 

Dr. Gratzer, isn’t it likely, by giving all this power to one indi- 
vidual, they will succumb to the same pressures that landed New 
Jersey into their high cost health coverage situation? 

Dr. GRATZER. Or New York or so many States. You know, I 
walk out of the think tank in New York City, and if I wanted to 
buy a policy out of the individual market, I would pay three times 
more for a policy, as you know, than I would if I took the Metro 
north 45 minutes to Connecticut. Three times more for a policy 
that covers basically the same stuff for me. 

So absolutely, these mandates, built with the best of intentions, 
drive up costs. And we see them right across the United States. 
And the danger with a health insurance exchange with some czar 
of regulation is that we just keep adding and adding and adding 
until we get to the point, like New York State, where you have the 
most fair and equitable policy available. Just no one can afford it. 

Mr. JOHNSON. Yes. You are right. But, you know, we could 
have a health czar that could solve all those problems. Right? 

Ms. POLLITZ. Mr. Johnson. 

Mr. JOHNSON. Yes. 

Ms. POLLITZ. I just wanted to correct one thing for the record. 
Health insurance in New York and New Jersey is more expensive 
than in most other States because those two States require health 
insurance companies to sell coverage to people and to leave cov- 
erage with people when they are sick. And in all other States in 
the individual market, that is not the case. The pool excludes peo- 
ple who are sick. 

I live in the State of Maryland, which is recognized as being the 
champion State of health insurance mandates. I believe we have 
more in Maryland than any other State. And yet individual policies 
are much cheaper in Maryland than they are in New Jersey, again 
for that very same reason 

Mr. JOHNSON. Private insurance. 

Ms. POLLITZ [continuing]. That sick people can’t buy the cov- 
erage. 

Mr. JOHNSON. Private insurance, though. 

Ms. POLLITZ. Yes. Private insurance. 

Mr. JOHNSON. Oh, okay. But we are about to overturn that, are 
we not? 

Ms. POLLITZ. Yes. I hope you are. 

Mr. JOHNSON. Dr. Gratzer, your experience in the Canadian 
health care system seems to suggest reform that focuses on guaran- 
teeing coverage. And it won’t necessarily produce a quality health 
care delivery system. And your testimony also speaks to the fact 
that Canadians can’t find a family physician, and those that do 
often face long waits if they need followup care. And I am told also 
that in Canada, some lottery winner accesses a physician. 

You know, I am not sure that this type of system, and I think 
we are having trouble in this country, too, finding primary care 
physicians. Would you comment? 

Dr. GRATZER. Well, undoubtedly there are problems with pri- 
mary care access in the United States. Emergency room care also 
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is problematic in terms of overcrowding. But in our efforts to 
achieve better reform, we should be careful not to end up wors- 
ening the system. 

There is no plan right now put forward by Congress for single 
payer option before this Committee. And yet when you are going 
to suck up 120 million people out of private plans and put them 
into a government system, I fear that is the road we are going 
down. 

I know that your colleague is very concerned that I would take 
apart Medicare were I to be elected President. And for the record, 
because of constitutional limitations, I will not be running in 2012. 
But it doesn’t matter what I am going to do because who cares 
what I really want to do? The question is what you guys are going 
to do because you are in this important, august Committee and be- 
fore Congress. 

And what you should be careful of is looking at this temptation 
of government and expanding Washington’s reach because inevi- 
tably, you get to systems like you see in Canada or Britain or 
across western Europe. 

Canada, incidentally, didn’t start with a single payer system. 
Canada started with hospital construction grants in the 1950s, and 
then hospital insurance in the 1960s, built, by the way, to compete 
against private plans; and then physician reimbursement in the 
1970s. And then finally, in 1984 because costs kept rising and so 
many people were in the public system anyway, they just went out 
and banned private coverage altogether. 

That is the path that I fear Congress is starting to walk down 
with this draft legislation, sir. 

Mr. JOHNSON. I agree with you. 

Thank you, Mr. Chairman. 

Chairman RANGEL. It is amazing how the language in opposi- 
tion to this bill is basically the same language that was heard with 
Medicaid and Medicare: Keep government out of it. And now it has 
proven to be one of the most efficient delivery of services. 

No one understands this problem better in the Congress than Dr. 
Jim McDermott. And I thank him for the great contribution he has 
made over the years, and I know he is thankful that the moment 
has come to change the inequities. Dr. McDermott. 

Mr. MCDERMOTT. Thank you, Mr. Chairman. 

The President has said that cost is the real problem here. Access 
is much easier to deal with than controlling costs. And I want to 
talk to you. Dr. Quentin Young, who I have known for not the 
whole 61 years you have practiced medicine in Chicago, but cer- 
tainly a whole lot of them. 

And one of the things you said was that you thought that this 
plan that we have before us would put the sick people in the gov- 
ernment option and leave the healthy ones for the private insur- 
ance industry. 

Now, we built in guaranteed access so anybody can get into both 
a private plan or the public option. We said there can be no exclu- 
sion for preexisting conditions in either the public plan or the pri- 
vate plan. 

How do you think the insurance companies will push the sick 
ones, as they do presently — how are they going to get around this 
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bill and push the sick ones into the government plan and leave the 
healthy ones who pay premiums but don’t get any benefits? 

Dr. YOUNG. Well, the recent history, I mean, the last 20 or 
30 

Mr. MCDERMOTT. Hit your button. 

Dr. YOUNG. Thank you very much. The recent history of our na- 
tional experience with private insurance is the answer to your 
question. Private insurance has legendary skills in turning any sys- 
tem to their selective advantage. Speaking of Medicare, a superb 
achievement and still the brightest star on the insurance horizon 
in this country, nevertheless it has been compromised by the insur- 
ance skill, sometimes aided with congressional bills. 

They have such things as Medicare Advantage. As you are prob- 
ably aware, the President has said he wants to end that scam, 
which briefly creates a separate pool with a 12 percent subsidy per 
capita. And the insurance companies have dramatically been able 
to attract people who are under the Medicare average as incoming 
patients, and people when they leave the plan remarkably are 
much higher than average and they go to the public side. 

I would describe Medicare Part D, the so-called drug benefit, 
which is a catastrophe for people who need to buy a lot of drugs, 
as an example of the big PhRMA creating its tentacles around a 
much-needed program. It was tragic that Medicare enacted in 1965 
was a spectacular breakthrough, but remarkably it had no drug 
benefit. And I think that was an industry that was able to influ- 
ence the legislation at the time. 

So my answer. Congressman, is that they are good at that and 
they will continue to do it. And I want to expand a little bit in an- 
swer to your question. The problem in this country is not govern- 
ment medicine. It is private insurance. And private insurance isn’t 
health. It is a business. And it is remarkably skilled. Everybody 
knows we are talking about one-sixth of the whole gross domestic 
product. 

And let me give another figure that doesn’t seem to be coming 
up here. We are spending twice per capita, something in the neigh- 
borhood of 8,000 per person in this country, for our health system, 
despite the fact that we have, as we all know, 45 going on 50 mil- 
lion uninsured. 

And I hasten to add, before somebody adds for me, that that 
doesn’t mean they don’t get any care. Indeed, they frequently get 
very expensive care in the ER. But the point is they are not cov- 
ered. And 50 million more are underinsured. 

And we have — the other nations of the world, which I am not 
their representative but I have to defend them, the achievements 
of everyone in the countries that have been revolved for govern- 
ment medicine are spectacular and much more popular with their 
nation. 

The Canadians, for example, when polled, 96 percent prefer their 
system to the American system, which they know. The border is 
very porous. As Congressman Levin would point out, they know 
what they have and they know what we have, and they like theirs 
96 to 4. People have pointed out 4 percent is the same percentage 
of Canadians who think Elvis Presley is alive, but that is not 

Mr. MCDERMOTT. Can I get you to focus on one other issue? 
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Dr. YOUNG. Please. 

Mr. MCDERMOTT. And that is how does a single payer system 
control costs? Dr. Gratzer says that the Canadian system ulti- 
mately was — the costs were getting out of control, and so ulti- 
mately they passed the umbrella law in Canada to control costs. 

Dr. YOUNG. Well, I think single payer is the only arrangement 
for payment that allows you to control costs. As is well known, 
there are great variations in activities of doctors, good faith and 
not in good faith — too many operations, not enough operations, de- 
pending on the incentive. 

The single payer system, because everything is paid for through 
a single payer, identifies doctors’ practice patterns. And that is 
used as a guide to best practices, not Big Brother standing over you 
repeatedly saying, you can or cannot do this. Usually that is as- 
cribed to the British system, erroneously or dishonestly. 

But when you have control of all the transactions, which is by 
definition what a single payer system does, you can see abnormali- 
ties. And there are. Congressman, huge variations in this country 
that can’t be explained rationally by the various public health 
areas of this country. I think there are 11 of them. 

There are variations in, for example, hysterectomy, as three is to 
one. Now, some may be doing too many; some may be doing too lit- 
tle. But best medical practice has to be sought. The single payer 
system allows you to identify these patterns. 

And the great tradition of medicine, going all the way back, of 
using experience to define behavior can be implemented because 
you have the knowledge. In a multi-payer system with the variety 
of inhibitions and other distortions of utilizations, you don’t know. 

And as a result, we American people don’t — despite the fact that 
yes, ours is the best in the world when you can get it, there are 
tens of millions of people that can’t get near that best. And that 
is why we are here and you are here. 

But I want to, if I may, as an extension of my answer, end the 
myth that private is good and public is bad. It ill behooves the Con- 
gress, who enacted it, to neglect the superiority of the NIH, for ex- 
ample, the best system in the world for stimulating research, and 
is the reason for America’s primacy in biomedicine. 

And indeed, the VA system, which now sets the standards for 
quality for the whole world, and I would add military medicine, 
with its mission defined, it is fantastic the achievements they have 
been able — these are all government medicine. For the naysayers, 
I would like them to find whether they want to abolish VA and 
Medicare. 

And so my experience, those 61 years you were talking about, by 
and large the private control of finances is bad. I can’t name a sin- 
gle improvement that is a result of putting health insurance in the 
hands of the private sector. 

So I would plead that this Committee have an orientation that 
seeks to bring health care to all the American people at the best 
price, and even if it means bucking against right-wing criticism of 
government medicine. Thank you. 

Mr. MCDERMOTT. The Chairman is being more than generous. 

Dr. YOUNG. I know. And I have been generous, but I have been 
outnumbered. 
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Chairman RANGEL. Thank you. Thank you so much for your 
contribution. 

The Chair would like to recognize Mr. Ryan, who has authored 
a bill to attempt to deal with this problem. 

Mr. RYAN. Thank you, Chairman. 

A couple of points I think we ought to dig into in this Committee. 
And hopefully we can have some more hearings on this because 
this is obviously probably the most important subject we are going 
to tackle here this year. 

The one point is, we oversee Medicare in this Committee, and the 
trustees have just told us that Medicare right now has a $38 tril- 
lion unfunded liability. So we can talk about how efficient that sys- 
tem is. The system is going broke in just a few short years. And 
if we want it to be there for the generations alive today, we would 
have to literally set aside $38 trillion invested at Treasury rates in 
order to pay the bills for Medicare. 

And the question we ought to be asking ourselves is: Are we cre- 
ating a new program, a new entitlement program, that will rival 
the size and liabilities of Medicare? And what is unfortunate about 
this debate is we are not going to get scores outside of the 10-year 
window. 

Yes, we will probably in a number of days get scores from CBO 
and Joint Tax showing us what this thing will cost in 10 years. But 
they are not going to give us — and we have already been asking for 
them — they are not going to give us scores of what it will cost in 
the out years. 

So I think it is just a point worth making because we ought to 
know what kind of liabilities we are creating here and what kind 
of new entitlement this will be in its size. 

The second point, and I would like to get into something with 
you. Dr. Gratzer, is I will take my colleagues at their word that 
their goal here is not to create a Canadian-style or a British-style 
system. Unfortunately, just looking at this bill from an actuarial 
standpoint, from a mathematical standpoint, I believe it is impos- 
sible to conclude that this does not create such a system. And here 
is why we believe this point. 

No. 1, a public plan as designed in this bill has such a stacked 
deck, has such a huge competitive advantage over the private sec- 
tor, it is impossible to conclude that the private sector won’t buckle 
under this kind of a confrontation. 

What are the advantages? Well, the public plan doesn’t have to 
pay taxes. The private sector does. The public plan gets to dictate 
the prices it pays to providers. We are going to cut Medicare by, 
I don’t know, $4 or $500 billion, and then pay 5 percent above that 
for 5 years, and then Medicare after that. The private sector 
doesn’t get to dictate its prices it pays to providers. 

And the other issue is the private sector does have to have cap- 
ital reserves set aside. The public plan doesn’t have to do that. The 
private sector does have to pay for and account for its employees 
and their benefit and wage costs. The public plan does not have to 
do that. 

So there are enormous, enormous advantages. It is kind of like 
my 7-year-old daughter’s lemonade stand competing against 
McDonald’s. It is an impossible stacked deck whereby actuarial 
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firm after actuarial firm, expert after expert, are telling us what 
is going to end up happening here is the private sector will not be 
able to compete with the public plan. 

And remember, the people who decide for the most part who gets 
health insurance in this country are the employers. Individuals 
don’t choose this. Employers choose this. And most people in this 
country like their employer-sponsored care. Most people would like 
to keep what they have. 

But the talking point, that if you like what you have, you can 
keep it, just doesn’t add up when all these actuaries are telling us, 
an employer faced in a situation of ever-higher-growing prices for 
their private insurance, because of the overwhelming advantage of 
the public plan, will be faced with. 

Pay the 8 percent payroll tax that is indexed at inflation, which 
is predictable — they can budget for that — or pay this unpredictable, 
ever-higher-growing private health cost. And what are all the em- 
ployers telling us? They are going to dump their people on the pub- 
lic plan. And that is what the actuaries are telling us. All of the 
actuaries are telling us this. 

So it is not a number. It is not a measure of whether it is going 
to be 120 million people or 64 million people or 23 million people. 
What it is is people are going to get dumped onto the public plan, 
and we will have a new program which will rival the size and li- 
abilities of Medicare. 

And my question. Dr. Gratzer, is this: If the intention of this 
thing is not to have Canadian-style health care today, the clear tra- 
jectory of this plan is that it will be Canadian-style health care to- 
morrow. And the authors of this claim that this is better to get our 
hands on health care costs. 

So in the out years, we are worried. Medicaid, Medicare, and 
then this new entitlement which I don’t think we have a name for 
this yet, will be so expensive we are going to have to contain costs 
in order to, you know, make sure that the next generation doesn’t 
get swallowed up in debt and high taxes. 

And my question is this: Under those models, do they contain the 
costs? I mean, we know rationing is the method of containing costs. 
But even with all of this rationing, even with all of these waiting 
lines, do they actually achieve the cost containment that these 
goals are intended to achieve? 

Dr. GRATZER. Congressman Ryan, you ask a great question. 
Undoubtedly we are concerned about cost inflation of the private 
system in the United States, but also the public system in the 
United States. 

I would point out, though, when you look across western Europe 
and you look across Canada and their experiences with public 
health care, one finds cost containment isn’t as great as one would 
assume. I will throw out some numbers, and you will find them 
also in my written statement. 

Ontario’s health budget is growing by 7 percent over the next 3 
years, Quebec 6 percent. In Britain, I will say 60 years of data 
where health inflation has outstripped real inflation by 3 percent, 
on average, every year. In Ireland, my last statistic, one finds that 
they actually had de-inflation this May of — they had 3.5 percent 
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de-inflation this May, and yet health costs are growing at an 
annualized rate of 4.5 percent. 

My friend Shakira Delmia has done 30 years’ worth of analysis, 
and suggested at best a mixed picture on public containment of 
costs. But you still have the rationing, the waiting lists, and the 
lack of availability of modern care. 

Mr. RYAN. Medicare is at 6 V 2 , Medicaid is at 7 ^ 2 . Thank you. 

Chairman RANGEL. Well, I think all of you have done a pretty 
good job of trashing the health care system in Canada and in Ire- 
land and in Europe generally. But by unanimous consent, I would 
like, Mr. Ryan, to introduce a solution for the record because one 
of the things that we need is to find out, if not this bill, what? 

I would like to recognize Mr. Neal. But before I do, I want to 
make it clear that we have a vote on the floor, and the Ranking 
Member and I agreed that to the best we can, we will keep the 
Committee going and rotate. And since this is a single vote, those 
who want to go and come back, this would be the right time to do 
it. 

And Mr. Ryan, would you like to start your testimony or vote or 
whatever? 

Mr. NEAL. We share a similar background, Mr. Chairman, but — 
Mr. Neal and Mr. Ryan. You called me Mr. Ryan. 

Chairman RANGEL. I am so sorry. 

Mr. NEAL. I was just about to give him a bad time, and he left. 

[Laughter.] 

Mr. NEAL. Thanks, Mr. Chairman. I find it ironic that our 
friends on the other side all of a sudden profess this newfound in- 
terest in adding to the deficit. Their Medicare legislation in 2003 
added $500 billion to the deficit. Two point three trillion dollars of 
their tax breaks for wealthy people were added to the deficit. 

The war in Iraq is headed toward a trillion dollars added to the 
deficit, much of it borrowed money. And for them to complain today 
all of a sudden with this newfound conscience of debt spending I 
think falls by the wayside under the magnifying glass of critical 
analysis. 

Let me, if I can — because a couple of you have mentioned Massa- 
chusetts — let me give you the framework, as an architect might. 
The Massachusetts plan was proposed by a Republican Governor 
who launched a campaign for President in some measure based 
upon that plan; a legislature that is — I think there are four or five 
Republicans in the State Senate. There are 19 in the House of Rep- 
resentatives out of 160. But the Governor did it with a Democratic 
legislature. 

The plan was blessed by Senator Kennedy, whose credentials on 
that I think are unrivaled in the Congress. And there have been 
some bumps. I don’t think anybody would argue with that notion. 
However, it has been well met by business, labor, and advocates 
across the State. And in fact, the argument might be made, I think 
with accuracy, that the uninsured part of the population has de- 
creased dramatically, the suggestion being that there is some skin 
in the game for everybody. 

So with that, Ms. Pollitz, could you perhaps give us some 
thoughts about that plan based on your knowledge? 
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Ms. POLLITZ. Well, John and his colleagues have studied it far 
more closely than I. 

Mr. NEAL. Let me go back to Dr. Holahan, then. 

Ms. POLLITZ. But it is a terrific success, what has been accom- 
plished in Massachusetts. It is 3 years in the making. There are 
certainly still some growing pains. Not every problem has been 
worked out, but the State has achieved a coverage rate now of 98 
percent. 

Employer-sponsored coverage has increased. Individual responsi- 
bility, individual purchase of coverage, has increased. They have 
expanded public programs and created new subsidies for private 
coverage similar to what is in the draft bill today. People are over- 
whelmingly supportive of the program and are willing to do their 
part, and have really kind of stepped up to make it work as well 
as it has, which is most impressive. 

Mr. NEAL. About 97 percent of the people of Massachusetts are 
covered right now. 

Dr. Holahan, would you comment, please? 

Mr. HOLAHAN. I think Karen covered the most important 
things. I think there is a set of surveys that have been done annu- 
ally that have tracked what has happened, and they continue to 
show reductions in out-of-pocket costs and burdens that families 
are facing and improvements in access on almost all measures. 

And so I think in addition to gaining coverage, I think on other 
things that you care about in terms of measuring the success of a 
program, Massachusetts has done quite well. 

In the early years, there was a jump in costs that was alarming 
to a lot of people. But a lot of that was explained by the fact that 
sicker-than-average people were the first to join; that the people 
who were fully subsidized as opposed to partially subsidized were 
the first to join; and they miscounted the number of uninsured low- 
income people they are dealing with because of survey issues. 

But I think that has generally slowed down. I think the State 
does face long-run cost issues that they are going to have to wrestle 
with. But, you know, on balance it has been a big, big success. 

Mr. NEAL. Thank you. 

Dr. Gratzer, would you list Medicare as one of the maybe top 20 
legislative accomplishments in American history? 

Dr. GRATZER. I think Medicare did an enormous amount to 
help elderly Americans. 

Mr. NEAL. Would you say that it was successful? 

Dr. GRATZER. I would say that aspects of it have been enor- 
mously successful, though there are cost problems today and there 
are cost problems around reimbursement and other aspects. 

Mr. NEAL. During your medical training, did you receive any re- 
imbursement under graduate medical education from Medicare? 

Dr. GRATZER. I actually did my training in another country, sir, 
so the answer would be no. But many of my colleagues did, abso- 
lutely. 

Mr. NEAL. Would most of your colleagues professionally have re- 
ceived some benefit under Medicare under GME? 

Dr. GRATZER. I would suspect all of them did. 

Mr. NEAL. I didn’t say that. I said would most of them. 

Dr. GRATZER. I suspect all of them, yes. I agree. 
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Mr. NEAL. Okay. How would you handle the GME portion of 
Medicare now? 

Dr. GRATZER. I think that is a topic for another day. And I am, 
to he blunt, not a Medicare expert. But I would suggest that both 
in the public system and the private system, we have enormous dif- 
ficulties. 

We see costs rise in both systems, costs that are unsustainable. 

Mr. NEAL. I acknowledge that. My point is that Medicare has 
been transformative. It has changed the way tens of millions of 
people have lived their lives. 

Dr. GRATZER. Absolutely. 

Mr. NEAL. Overwhelmingly for the better, I think you might ac- 
knowledge. 

Dr. GRATZER. Absolutely. 

Mr. NEAL. Thank you, Mr. Chairman. 

Chairman RANGEL. I would like to leave on that positive note, 
but Doctor, you have made it clear that we haven’t impressed you 
with our health reform plan. Has there been any Republican plan 
offered to you to study that you would think could do a better job? 

Dr. GRATZER. I think there are a few proposals out there that 
I like. And I don’t think that there is one plan that necessarily ex- 
cites me. I think plans, particularly bipartisan plans, that look at 
prevention and wellness excite me. 

Chairman RANGEL. Could you tell me the author? Is the Repub- 
lican leadership supporting any one of these plans that you find to 
your liking? 

Mr. NEAL. There are aspects of different plans I like. I mean. 
Congressman Ryan’s plan about a tax credit I think has some 
worth in it. I think on the Senate side. Senators Bennett and 
Wyden have some exciting ideas that they are conveying. 

Chairman RANGEL. Well, with all due respect to the Senate, I 
really was trying to think of the House of Representatives because 
right now we don’t have much competing in terms of a health pro- 
gram before us, even though we are getting more than our share 
of criticism. 

So since you and I are from New York, if in the course of your 
thinking that you think there is something that we could improve 
upon, I look forward to meeting with you in New York and see 
what we could do. 

Dr. GRATZER. I would be excited to draft something with you. 
But as I suggested before, I think we need some policy reform 
around health, not just health care. I think we need some regu- 
latory reform to increase competition on insurance companies. And 
I also think we need some tax reform that doesn’t — a system that 
won’t discriminate against the self-employed and the unemployed. 

Chairman RANGEL. That goes unchallenged. The thing is, how 
do we get together and do it? 

Mr. Linder, thank you so much for your patience, and I welcome 
the opportunity to allow you to ask questions. 

Mr. LINDER. Thank you, Mr. Chairman. 

Ms. Pollitz, you referred to the Massachusetts model being quite 
a success. Still have some problems to be worked out. The States’ 
overall costs on health programs have increased 42 percent since 
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2006. For an individual earning $31,213, the cheapest plan in Mas- 
sachusetts can be $9,800 in premiums and out-of-pocket costs. 

The longest wait times in Boston to see a physician, almost 50 
days. Double the costs of — double the time of Philadelphia. The 
government-run Medicaid plan, MassHealth, denied the highest 
share of medical claims in the State, four times more than the pri- 
vate plans denied. 

It has not reduced the rate of adults seeking non-emergency care 
in an emergency room. Both before and after reform, 15 percent of 
adults and 23 percent of low-income adults sought care in an emer- 
gency department. 

Is that a success story? 

Ms. POLLITZ. I think. Congressman, Massachusetts has been a 
success story and they clearly have not solved all the problems. 
Massachusetts is unique, I think, from most other States. They 
have always had, even prior to reform, very, very high costs. 

They have always had a particular shortage, I think, of primary 
care physicians. Many of the best medical schools in the country 
are located in Massachusetts, in Boston, and many of the best med- 
ical schools around the country don’t even have a department of 
family medicine. They are just kind of too good to train primary 
care physicians. 

So there have been some structural problems that are through- 
out the Nation that have been particularly intense in the State of 
Massachusetts for a long time, even leading up to reform. And they 
still have not all been addressed. 

I was on a panel yesterday with someone from the Common- 
wealth Connector, who talked about how tackling the cost problem 
is particularly difficult in that State, that the Boston area in par- 
ticular is one where there has been not only a high concentration 
of insurers but also a very high concentration of providers. 

And the competition between, you know, concentrated providers 
and insurers you would think would be kind of, you know. King 
Kong vs. Godzilla and someone would be lying on the ground at the 
end, but that is not the case. 

Instead, the high prices are demanded by the providers and just 
passed through by the insurers. And they haven’t yet been able to 
get a handle on that. And what she testified yield was that if there 
were a public plan option that were available in addition to the mix 
of private plan options that they have made available, that that 
might begin to change. 

Mr. LINDER. Let me comment just briefly. But first of all. Dr. 
Gratzer, do you have a comment on that? 

Dr. GRATZER. I just want to add, you know, if you are sug- 
gesting that costs haven’t been contained in Massachusetts, even 
she has acknowledged that. I will just throw out a few figures in 
terms of the rise in health insurance premiums between 2007 and 
2009. 

In Massachusetts, 7.4 percent, 2007; 8 to 12 percent, 2008; and 
9 percent is forecasted for this year. Outside of Massachusetts, 6.1 
percent, 4.7 percent, 6.4 percent for those same years. 

I would point out for a family of four in Massachusetts, a health 
insurance plan now costs almost $17,000. Nationally, it is closer to 
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$12,500. Massachusetts has in no way, shape, or form contained 
costs. 

There are successes there, particularly, I think, for the self-em- 
ployed and those in the small business coverage pool. But yes, costs 
have just continued to rise. 

Mr. LINDER. Thank you. I want to comment on the public plans. 
We have had testimony before this Committee in the past that the 
typical small business spends about 12 percent of their payroll on 
health care costs. Some of the bigger companies with Cadillac plans 
spend as much as 14 to 18 percent of their payroll. 

We hear a lot of talk about choice, options. And the President 
says, if you like your program today, you know you will have to 
give it up. But we don’t have — our citizens don’t make these 
choices. Their employers do. And if the employer can pay 8 percent 
instead of 14 percent, my guess is he is going to put the people 
on — in fact, that is what they tell us. They will move their people 
to the public plan, and there will be no choices left at all. 

I don’t know why this is considered such a good option. Dr. 
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Dr. GRATZER. I agree. 

Mr. LINDER. Thank you all. Thank you, Mr. Chairman. 

Chairman RANGEL. Thank you. 

The Chair recognizes Mr. Becerra for 5 minutes. 

Mr. BECERRA. Thank you, Mr. Chairman. And I don’t know if 
these charts are ready or not, Mr. Chairman, so I think I will just 
quickly run through them. 

But in something Dr. Gratzer said earlier, I wanted to just give 
him some food for thought. I am sure he is aware of this already 
because he mentioned Canada and Great Britain. 

I am looking at a chart of the infant mortality rates of the lead- 
ing industrialized countries of the world. And as I look at this 
chart — I don’t know if we have it available, but this, CRS-54, if it 
could be put up if we happen to have it; I don’t know if we do — 
the industrialized country with the highest infant mortality rate of 
those industrialized rates, Turkey. 

After Turkey, Mexico. After Mexico and Turkey is the United 
States. Well above Canada, well above the United Kingdom in 
terms of the rates of infant mortality, in other words, children, ba- 
bies, who die early. So our infant mortality rate is still very high 
compared to the two countries you rail against, Canada and Great 
Britain. 

When you take a look at the deaths from medical errors per 
100,000 people in the country, the countries with the worst record 
of having people die from medical errors are Greece, Australia, and 
in third place, the United States, well above, once again, the 
United Kingdom and Canada. 

And so once again, we seem to be doing worse than Canada and 
Great Britain when it comes to the deaths that occur in this coun- 
try simply as a result of medical errors. 

When you take a look at mortality rates, how long do people in 
our countries, respective countries, live, once again comparing 
these industrialized countries, you take a look at the worst mor- 
tality rate — or, excuse me, life expectancy rate of people. 
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Turkey is least, has the lowest rate. So their average life expect- 
ancy at hirth is 71 years. There you see the United States at 77V2 
years. Guess what? Once again, the United Kingdom does better in 
letting people live longer than we do. And guess what? So does 
Canada. And so — way up here. Canada is way up here. The U.S. 
is way down here. And so perhaps there are reasons to rail against 
what Canada and Great Britain do. 

But I have to tell you, if you want to live longer, you want to 
have a better chance of living when you first are born, or you want 
to make sure you don’t die from some basic medical error, you may 
be better off living in some of these other countries. 

That is why, rather than come with a Canadian model or a Great 
Britain model for American health care, we are coming up with a 
uniquely American solution to that, which offers choice. 

To the issue of choice, I guess it is in the terms of the private 
for-profit health insurance companies because you seem to be say- 
ing it is good to have competition so long as it is only on the terms 
that the private insurance companies wish to have, but not to have 
it on an equal basis business. 

Because we talk about the fact that there are price controls. 
Medicare, you said. Dr. Gratzer, is price control. I would tell you 
that anybody who has a private health insurance company insur- 
ance policy cannot go in and negotiate with that insurance com- 
pany on what they wish to pay for a doctor or hospital. There are 
controls that are put in place by those insurance companies that 
doctors have to accept, hospitals have to accept, and certainly the 
consumers who asked to have those insurance policies. 

So I guess it is all in the definition, as I think the Chairman 
tried to say with regard to the definition of what is fair. I think 
most of us are going to try to make it so that it is not you. It is 
not me. It is certainly not a private health insurance company that 
is there for profit. And it shouldn’t be the government who deter- 
mines your choice as a consumer. It should be the consumer’s 
choice. 

So if you have a lot of different options where the consumer 
chooses which plan to select, then it makes no difference. If you 
have an overly burdensome government plan, as you would like to 
describe it, or if you have a very abusive private health insurance 
plan, consumers won’t have to go in that direction. They can go 
anywhere they want. 

And so no one need fear being dumped, as some would say, into 
any particular plan because it is not anyone’s choice where to send 
that consumer but the consumer’s. That is hopefully what this 
unique American solution to health care will provide us. 

But Dr. Holahan, I wanted to see if I could ask you one question. 
With regard to this choice, can you have real choice when you have 
a private sector insurance system where in most geographical areas 
of the country there is very little choice for consumers because 
most areas of the country only have one or two health insurance 
providers to begin with that offer coverage to Americans. 

And can you really have choice if you shackle, as I think Dr. 
Gratzer would do to the public health insurance plan, the oppor- 
tunity to compete on a level basis, no advantage to the public 
health insurance option? 
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Mr. HOLAHAN. I think that is a good point. In many parts of 
this country, there really is only one choice. 

Chairman RANGEL. Doctor, I hope you might be able to submit 
your answer in writing to the Committee. The gentleman from 
California’s time has expired, and we have a very long, long day 
ahead of us. 

The Chair would like to recognize Ms. Brown-Waite from Florida 
for 5 minutes. 

Ms. BROWN-WAITE. Thank you very much, Mr. Chairman, and 
I thank the panelists for being here. 

When we look at the Ways and Means Committee, you would 
think that we would be looking at ways and means to pay for this, 
but when subtitle D says, “to be provided,” I just wanted to list 
some of the suggestions thus far and get your reaction to them, if 
anyone on the panel wants to jump in. One is tax your employer 
for providing health insurance; two, tax your employer for not pro- 
viding health insurance, tax you for owning health insurance, tax 
you for not owning health insurance, tax you for spending your 
money on health, tax you for saving your money for future health- 
related expenditures, tax you for drinking soda and other sweet- 
ened beverages, tax you for having an alcoholic beverage, tax you 
for making charitable contributions, tax mortgage interest pay- 
ments, increase personal income taxes, energy, pollution tax as a 
part of the cap and trade taxes, increase taxes on American compa- 
nies doing business overseas, increase taxes on domestic oil and 
gas production, raise taxes on oil or natural gas obtained from the 
Gulf of Mexico, raise taxes on domestic oil refineries, raise taxes on 
drilling equipment, raise taxes on prescription drugs, increase 
taxes on dividend income, and just last night I put — I have about 
eight more. I will not go through them, but I can just tell you that 
Americans right now in this economy are very concerned. Busi- 
nesses in most of our districts are having their lines of credit 
called, and when you are talking about this kind of additional tax 
to cover this kind of health care when estimates are that if this bill 
is passed, about 120 million Americans will lose their health care, 
I do not see where this is a win/win situation. 

I would ask — and I apologize, I do not — Ms. Pollitz, I will just go 
from one end of the panel to the other end because I obviously will 
run out of time, I would like to have your reaction to this? 

Ms. POLLITZ. Actually, if you would not mind. Congresswoman, 
I would defer to Dr. Holahan. I know they are doing some research 
on options for funding health care. 

Ms. BROWN-WAITE. Okay. 

Mr. HOLAHAN. Well, that was a pretty amazing list. I think 
some of those things have to be on the table. I think that what we 
call sin taxes, I think a cap probably starting at least at a high 
level on the employer exclusion and some of the other things that 
you mentioned. And certainly we should exploit all the possibilities 
for savings that we can, including trying to reform the way we deal 
with chronic illness. 

I just want to make a point because the issue of the cost of re- 
form has come up several times. There is a huge cost if you do 
nothing. We published a paper about a month ago called, “Health 
Reform: The Cost of Failure.” If there is nothing — no reform, the 
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number of uninsured could go up into the mid-60’s, 65 million 
roughly in the worst case. The employer-sponsored coverage will 
drop quite a bit. The number of people going on Medicaid will ex- 
pand, that is a cost to government. The number of uninsured will 
mean more uncompensated care that will have to be financed. 

Ms. BROWN-WAITE. Sir, did you miss the part about 120 mil- 
lion will lose their coverage under the proposed plan? 

Mr. HOLAHAN. No, that is not possibly right. That is ridiculous. 

Ms. BROWN-WAITE. That is not possibly right? 

Mr. HOLAHAN. No, it is ridiculous. 

Ms. BROWN-WAITE. You think it is ridiculous? Well, sir, I real- 
ly think that employers will be dropping their plan because the 8 
percent may be 

Mr. HOLAHAN. But they offer it now and they pay no penalty, 
right? 

Ms. BROWN-WAITE. If they offer it now, there is still a question 
about if someone is covered by the spouse’s plan and also the per- 
cent that they cover of the employee’s plan. So I think we need to 
be very careful where we go with this. 

Dr. Gratzer, I would like to hear your comments? 

Dr. GRATZER. With the 120 million figure, by the way, that you 
just quoted is not something, as you know, out of a right-wing 
think tank or plucked out of thin air but was a Lewin Group anal- 
ysis. 

I would also point out that Professor Jacob Hacker, who really 
came up with this idea of a public plan auction, he called it Medi- 
care Plus, as you will recall, in fact had worked with the Lewin 
Group about 10 years or so ago as he designed this specifically to 
pluck more than 100 million people out of the private insurance 
market. So to suggest that that estimate is wrong, it is designed 
to compete with and overshadow eventually the private system. 

Now, as for your list of taxes, I would simply say that we are all 
concerned about health costs. It is curious how much more we need 
to spend and how much more we need to tax to get those costs 
under control. Needless to say, I share your bias, we need a more 
focused plan, a plan that directly helps the uninsured who need 
help, and a more innovative plan, for instance with uncompensated 
care, trying to get over to the States to let them innovate. But cer- 
tainly spending so much money that even Paul Kingman says, 
“Well, it is not as much money as the Bush tax cuts,” is hardly a 
great plan for us to endorse. 

Ms. BROWN-WAITE. Thank you. I see my time has elapsed. 
With that, I yield back my time. 

Chairman RANGEL. The Chair recognizes Lloyd Doggett of 
Texas to inquire. 

Mr. DOGGETT. Thank you, Mr. Chairman. Just picking up right 
there, we are spending over $2 trillion on a health care system now 
that leaves many Americans out, and we are proposing to add, in 
order to ensure more Americans are covered, another $100 billion 
a year to that system and to finance much of that by squeezing 
some of the inefficiencies out of the existing system. That is hardly 
spending gone wild. 

The notion that compassion is a distinguishing characteristic of 
the American health care system is a fantasy. Eor those people who 
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lack insurance, they do not find much compassion in our current 
system. There is an estimate that 22,000 people died in America 
last year because they did not have health insurance. The notion 
that delay would be a feature of our system because of the changes 
we propose in this legislation ignores the fact that delay is a major 
characteristic of the current system. 

The American Cancer Society has estimated that an individual 
who has cancer and no insurance has a 60 percent greater chance 
of dying in America today because of the “compassion” that is in 
the American health care system. 

And, of course, one of the hopes that we have with a public plan 
is to squeeze some of the inefficiency out of that system, which has 
more people in the American health care system today who are not 
providing health care themselves directly than those who are pro- 
viding health care and a significant number of people who spend 
every waking hour of their day trying to find a way to deny health 
care to someone else. 

Recently, we had testimony here in Congress that three major in- 
surance companies continue to engage in the practice of recision, 
a practice where people who are paying their health insurance pre- 
miums incur substantial bills and find out that their insurance 
company has dropped them. That is “compassion” in the American 
system. 

As far as independence is concerned, I am reminded of a con- 
versation I had out in south Austin with my constituent, Laura 
Stager, who said, “My husband is entrepreneurial and wants to 
own a business, but he tells me it would be irresponsible for him 
to form his own company because we would lose our health insur- 
ance.” That is the independence of forcing people to stay where 
they have insurance even though that may not be the most produc- 
tive use of their resources and their talents. 

I had another constituent, Mark Seefgan, talk to me about what 
is happening to his small business and the difficulty of dealing 
with a huge bureaucracy within the insurance industry that seems 
to be bigger than anyone could imagine in Canada or anywhere 
else in terms of the challenges to a small business and how it is 
hard to explain to his employees that they just got a $200 increase 
in their pay but Blue Cross took all of it in increased health insur- 
ance premiums. 

Are these problems, Ms. Pollitz, that my constituents face in 
Austin, Texas and in other parts, do you find the same kind of 
problems in other parts of the country? 

Ms. POLLITZ. Yes, sir, and that is how the private insurance 
market competes. That is not compassion, that is competition in 
the private insurance market. I was at that hearing on rescission 
last week, and just yesterday, the Governor of Connecticut vetoed 
a bill that was passed in her State legislature to limit the rescis- 
sion practice. And the reason she vetoed it was she said that would 
raise premiums, and so we need to let that practice continue be- 
cause that is what keeps health insurance cheap. 

Clearly, we cannot continue to let health insurance compete in 
that way. There has been a lot of talk about a level playing field, 
we do not want to be on that playing field anymore. In that playing 
field, the house wins every time. And we need to compete on the 
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basis of compassion. We need to put a plan in place that is oriented 
toward patients and not profits and stimulate the market to com- 
pete in that direction. 

Mr. DOGGETT. Dr. Holahan, if we just pour more money into 
the system that we have now, that permits rescission and this kind 
of activity, and do not have an effective, meaningful public plan, 
will we really have any reform of our health care system at all? 

Mr. HOLAHAN. I think you could have some but the kind of in- 
surance reforms that this bill calls for, it would improve things a 
great deal. I think the bigger problem is what I talk about in my 
testimony, the lack of true competition. And if you go back to the 
Massachusetts problem, the costs are growing at levels that they 
are not going to be able to sustain but it is because of a very domi- 
nant hospital system, a very dominant insurer, and the way they 
negotiate with each other. And that problem exists around this 
country. 

Mr. DOGGETT. Well, what is it with all these people who are 
always here telling us in the rhetoric, “Government cannot do any- 
thing efficiently, government is broken,” that they fear something 
like a Medicare plan that does not pay Medicare rates as one alter- 
native to compete with these private insurance companies? 

Mr. HOLAHAN. I think it fails typically to recognize what really 
goes on in the market. And the idea that we should not have price 
controls because the private system can negotiate all this, that is 
what we have today. If you are in one market and you are a strong 
insurer, and there are a lot of hospitals with very little leverage, 
you get one outcome from those negotiations. If the opposite is true, 
that you have a strong hospital and many insurers or an insurer 
without enough leverage, you get a very different outcome. Negotia- 
tions simply are not working unfortunately. As an economist, I 
would prefer to have the market work. No one can say that these 
markets meet the conditions that you expect to get, the efficiency 
that you would expect to get out of competitive markets. It just 
does not exist. 

Mr. DOGGETT. Thank you. 

Chairman RANGEL. Thank you. The Chair recognizes Mr. Davis 
of Kentucky. 

Mr. DAVIS OE KENTUCKY. Thank you, Mr. Chairman. Just 
one comment that Dr. Young made before going on with the ques- 
tions, he made the statement that the only way to control cost is 
a single payer system, well, the mathematics simply do not work 
on that. We have proven that in defense contracting here in the 
United States, that the single contractor will ultimately drive costs 
and overhead and likewise the former — our former opponents of the 
Cold War learned that single State systems did not tend to deliver 
quality, they ended up limiting capacity. 

I am very concerned, and what I think many of us are really 
struggling with here today is that we do not have the facts on this 
bill, and we have been told this will be likely our only hearing. And 
we are talking about entirely changing the framework of health 
care in America with no debate of any substance other than we 
think this is great. 

This appears to be reform in name only because the actual deliv- 
ery cost drivers are not being touched at all. We are not going to 
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reform the CMS process and dramatically compress it, which we 
could do to improve quality. We are not touching true insurance re- 
form on the process for how pooling is controlled. And liability is 
not on the table at all, which drives a huge portion of costs. 

Do any of you have any idea how much this could cost, even an 
approximate number, a range? Ultimately, we have to pay for this, 
nothing is free, and since you are not going to actually tamper with 
the system because you are convinced that the CMS is to make 
Medicare basically the dominant market player here, how are we 
going to control costs? We are mandating increases in taxes, and 
we are mandating reduction in payment to providers without deal- 
ing with the core engine. How much will it cost? 

Mr. HOLAHAN. Are you asking us to make a cost prediction? 

Mr. DAVIS OF KENTUCKY. Yes, just as a group. You all have 
advocated this, I am just kind of curious how you actually pay for 
it? I think the talk of compassion also has to be done with realism. 
In Greek it means to “suffer with.” And I think that if we are going 
to suffer with and come alongside the thousands of people, who 
many of us help in our offices, we have to get down to a legitimate 
understanding of the nature of the cost. 

Dr. YOUNG. Well, I will take a percent at that. Presently, we 
have about a 38 to 40 percent add-on by the bureaucratic practices 
of the private insurance that add nothing to the health care of the 
people, and indeed I think aggravates their problem. Recovering 
that money in the single payer system would be a giant step for- 
ward for cutting costs. 

I would like to add to the list the Congressmen and women have 
made, that we have two big increases in health care needs and 
costs in the form of aging of the population and increasing bio-tech- 
nical skills, which are costly. 

Mr. DAVIS OF KENTUCKY. Okay, I would like to reclaim my 
time. Doctor, just because it is limited today. Still nobody has actu- 
ally answered the question with a number, and I believe the reason 
we cannot answer the question with a number is there are no true 
metrics that are framed. All of this at core has been wrapped 
around the existing government system. Do any of you know how 
many more Americans will be covered under this bill when you ac- 
tually factor in the millions estimated to lose employer-sponsored 
coverage? Are there any numbers there? 

Ms. POLLITZ. Mr. Davis, I am sorry, I am not a budget esti- 
mator and I cannot answer those questions, but I would suggest 
that there are very specific metrics in this bill and that those 
should be — when the CBO finishes its work, they should be able to 
give you 

Mr. DAVIS OF KENTUCKY. The initial CBO scoring on a sister 
piece of legislation was well over $1 trillion for about the first quar- 
ter of the bill. I am just concerned that you all were propounding 
the benefits of this without laying out a true cost before the Amer- 
ican people. And I know many in my district that would either lose 
coverage or not be covered in the language that this is written. 

Without the basic facts, how can you come here today to support 
a bill and tell us it is going to lower costs and increase access when 
those fundamental answers are not there? That would be unaccept- 
able in a business system. It would be unacceptable from any type 
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of appropriation from a contracting standpoint too because of the 
precision that is required in those areas. 

Dr. Gratzer, do you have any thoughts on this? 

Dr. GRATZER. Well, if you are advocating a CBO scoring before 
you vote on it, I am on your side. I think we have to be very cau- 
tious about this. I think that we can all agree there are problems 
with American health care. On the other hand, (a) I have signifi- 
cant issues with the way they are going about reforming it. It is 
not just that the government plan would be price controlled, but I 
do not see government’s role as providing competition in general to 
the private sector. I don’t particularly like my cell phone, but I do 
not think that the goal then should be or the proposal should be 
that the Federal Government create a new cell phone company to 
compete with existing providers. 

But, second, I think cost is a huge factor. And if you look at some 
of the preliminary scoring, we are talking about well over $1 tril- 
lion and still we would have uninsured and still Medicare and 
Medicaid remain fundamentally the same. 

Mr. DAVIS OF KENTUCKY. My fear, Mr. Chairman, is that this 
legislation is actually going to hurt the most those who it is de- 
signed to help based on the economic realities of this. And with 
that, I yield back my time. 

Chairman RANGEL. Thank you. But I would just like to make 
it clear, and I think everyone is in accord, you cannot say how 
much it is going to take to pay for it until we have the Congres- 
sional Budget Office give us the numbers. And then we will have 
to determine how we are going to pay for it, and we are not pre- 
pared to do it for now. We are not going to ask you to vote for a 
bill unless it is fully paid for. 

Mr. DAVIS OF KENTUCKY. Mr. Chairman, may I respond? 

Chairman RANGEL. Yes. 

Mr. DAVIS OF KENTUCKY. Just respectfully I do not under- 
stand how we can do a capital plan for the country without actually 
understanding the magnitude of the capital required before we 
begin to set priorities by effectively approving legislation and then 
determining how to pay for it afterwards. 

Chairman RANGEL. Your questions are right on point, but there 
is no bill before us to mark up. And we will have answers for you 
when we ask for your vote. Right now, we are just trying to make 
certain that we perfect this. We would not dare ask you to support 
something without knowing how we are going to pay for it but this 
is not the forum. 

The Chair recognizes the gentlemen from Dakota, Earl Pom- 
eroy — North Dakota. 

Mr. POMEROY. Thank you, Mr. Chairman. The difficulty of con- 
ducting even this hearing in the middle of all these delayed votes 
I think is reflective of the fact that the minority participation in 
trying to build a health reform package is more focused on delay 
and disruption rather than making some meaningful contribution. 
I am still frustrated that our meeting last week was canceled, the 
joint bipartisan meeting to discuss the architecture of the plan, be- 
cause we were on the floor with procedural votes. 

Mr. BOUSTANY. Will the gentleman yield? 
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Mr. POMEROY. No, I will not yield. I have 5 minutes, and I 
have all kinds of votes going on, I have to run and vote, so I have 
to get my question in. 

I think there is a contribution, I would say this to the good doc- 
tor who was just seeking time, we want to make this thing work. 
And we believe that the status quo has gotten out of control cost 
inflation that is wrecking our health care system and threatening 
our Federal budget. So especially I would be interested in ideas, 
referenced for example by my friend. Congressman Davis, in his 
questions, he alluded briefly to CMS payment reform. So if you 
have ideas about cost containment you want to put on the table, 
whether or not you are for the final bill, I think these are legiti- 
mate ideas we need to study carefully and include where they have 
merit. And that would be a much better way to proceed than sim- 
ply throwing the usual lines of attack that this is on the one hand 
going to cost too much, on the other hand, it is going to do too lit- 
tle, and we are going to have rationing somewhere in between. This 
is not helpful. Let’s work together and build a good deal, and let’s 
focus, among other things, on system reform that contains costs. I 
believe that that is absolutely critical. 

Now, another thing my friend Mr. Davis said was he thinks this 
bill is going to do too little to help those who need the help the 
worst. On this one, I believe that he is completely mistaken. The 
strength of the bill is going to be getting coverage to those who do 
not have coverage, 45 million there, and assisting at least as many, 
and maybe even more, that are struggling mightily to keep their 
present coverage in place in the face of rapidly rising costs. 

One of the strategies by which premiums have been paid is to 
shrink basically the coverage you are buying. And so it is inter- 
esting that recent bankruptcy statistics show the high number of 
bankruptcies caused by medical costs and the high number of peo- 
ple in that bankrupt situation that had insurance but the co-pays, 
the deductibles, the out-of-pockets in the end proved too much to 
handle. 

And so as a former insurance commissioner myself, I have seen 
you paying more and more for less and less, more and more for less 
and less and the health security of everybody, those with insurance 
and without insurance, has been placed squarely at risk. 

Now, one of the things I believe Congress has done when talking 
about health reform over the years is we focus on the intermediary, 
the insurance layer, and we do not get right down to cost drivers. 
And I believe we need to spend a lot of time dealing with cost driv- 
ers. 

Dr. Holahan, if I understand your testimony, it is that the public 
plan option is a new competitive element in the marketplace, not 
just to offer another insurance alternative, but maybe they will be 
able to try some things that more effectively give value to the con- 
sumers than the conventional options. I think those that are oppos- 
ing a public plan option have to explain to taxpayers why we are 
going to put a major investment into the system, a system that has 
out-of-control cost inflation, and essentially not do anything rel- 
ative to trying to structurally add some opportunities for innova- 
tion. 

Would you respond on that point? 
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Mr. HOLAHAN. Well, I think I could not say it any better than 
you did, I totally agree with that. I think it is an opportunity not 
only to gain control over the costs of care, but to innovate, through 
a lot of payment and delivery system reform, the development of 
medical homes. 

Mr. POMEROY. There is a final point I want to get in before my 
time elapses. I will ask Ms. Pollitz this one. There has been some 
discussion about the level of delegation between Congress and the 
executive branch relative to running, for example, a Medicare pro- 
gram relative to payment reforms. So when my friend on the other 
side of the aisle talks about CMS payment reforms, possibly he is 
contemplating the idea that there ought to be delegation of author- 
ity to the executive branch, to CMS, relative to being able to ini- 
tiate payment reforms. What are your thoughts on that one? 

Ms. POLLITZ. I’m sorry, sir, I cannot really comment on that. 

Mr. POMEROY. You are a long-term health expert with experi- 
ence in the executive branch yourself. I am surprised that you can- 
not comment. 

Ms. POLLITZ. I know there is interest in trying to remove from 
the political process some of these important decisions so that they 
are made on a more scientific basis, and I think there may be some 
value in trying to accomplish that. 

Mr. POMEROY. Thank you. 

Chairman RANGEL. Mr. Boustany. 

Mr. BOUSTANY. Thank you, Mr. Chairman. Dr. Gratzer, I am 
a cardiac-thoracic surgeon who has 20 years experience, clinical ex- 
perience dealing with patients before coming to Congress, and I ap- 
preciate your comments earlier about quality and innovation, 
which have been really unique in medical history worldwide. What 
we have seen in this country has been tremendous development. 
The question is how do we most efficiently use all that. 

I think there are a couple of things missing in this debate. Eirst 
of all, the basic things we ought to be talking about are access to 
a physician, a doctor/patient relationship that is actually meaning- 
ful, that focuses on prevention and screening built on trust. And, 
second, the cost issue. But what has been missing in this debate 
are the real drivers of cost, and it is at the level of the doctor/pa- 
tient relationship because you have physician behavior and you 
have patient behavior. And this bill does not do much at all to ad- 
dress either one of those. And, in fact, I would submit that the bill, 
there are elements of this bill that will make that worse. 

Would you like to comment? 

Dr. GRATZER. So you were a surgeon? 

Mr. BOUSTANY. Yes. 

Dr. GRATZER. I am a psychiatrist. We have nothing in common. 
Look, I could not agree more with you. 

Mr. BOUSTANY. Compassion. 

Dr. GRATZER. Look, there are certain things we can agree on 
no matter whether you are a Republican or Democrat or what your 
political affiliation. One is that the doctor/patient relationship 
should always be preserved, that it is the building block of the 
modern health care system and should always be preserved within 
any reform package. But I also think you would agree that we 
spend in America and do not always get results. 
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Again, I am not arguing that some of the medical technology has 
not been extraordinary. You mention cardiac-thoracic, as you know, 
death by cardiovascular disease has plummeted by two-thirds in 
the last 60 years. And we have seen innovation time and time and 
time again. But just because you go to a doctor and there are new 
drugs do not necessarily mean that they are better drugs. Just be- 
cause you get a procedure does not mean you needed it or it was 
well done. I think that goes back to some of the things that Peter 
Orszag and others in the White House are talking about that I 
agree with, that we need better value. There is a smart way of 
doing that and a bad way of doing it. 

Mr. BOUSTANY. I agree and that is what is missing in the de- 
bate. 

Dr. GRATZER. Absolutely. 

Mr. BOUSTANY. Because I think we are still at the 30,000 foot 
level. If I can reclaim my time for a moment, I was listening to the 
testimony very carefully and, Ms. Pollitz, you talked about a gov- 
ernment controlling costs. Does Medicare control cost? 

Ms. POLLITZ. To some extent, yes. 

Mr. BOUSTANY. It does not do a very good job, does it? 

Ms. POLLITZ. Well, I think Medicare cost growth in most years 
has been at or below that of the growth of private insurance. 

Mr. BOUSTANY. As my colleague from Wisconsin, Mr. Ryan, 
pointed out, the looming insolvency of the Medicare Trust Fund. 
We have serious Medicare problems that we need to address. And 
so I think to pose a government option at a time when we are deal- 
ing with existing government programs is at the very least prob- 
lematic. 

A question, let’s see, for Dr. Holahan. You mentioned Medicare 
rates in the government plan. Do you believe that the Medicare 
rate structure has caused distortions in the entire reimbursement 
structure given that Medicare rates most of the time do not cover 
cost of basic goods and services? And do you advocate price controls 
extending beyond the provider side to the suppliers of medical tech- 
nology and devices? 

Mr. HOLAHAN. Well, that is what we do today and the govern- 
ment sets them, but by and large there 

Mr. BOUSTANY. So you do agree with price controls and you 
want to see it extended into the 

Mr. HOLAHAN. Yes, I do not think you really have much alter- 
native in the current market so it will be some 

Mr. BOUSTANY. Thank you. 

Mr. HOLAHAN. But if you had 

Mr. BOUSTANY. I appreciate your answer, thank you. Thank 
you, sir. I have a question now for Dr. Young. Dr. Young, you 
talked about a single payer using “inherent cost control measures.” 

Dr. YOUNG. Yes. 

Mr. BOUSTANY. Explain what that means? 

Dr. YOUNG. Well, I tried to dialogue on that when I described 
the single payer giving you a complete record of the pattern of be- 
havior of doctors. 

Mr. BOUSTANY. So, in other words, you are having a bureau- 
crat make a medical decision and in fact rationing care? 
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Dr. YOUNG. I don’t think that is what I said. I described the 
fact that you have the data that allow you to see patterns of excess 
or under service, and that we certainly need oversight. That is the 
great tradition of medicine. 

Mr. BOUSTANY. Has Medicare done a very good job of that be- 
cause we have Medicare data? 

Dr. YOUNG. I think it has done a terrific job. I think it is the 
far best of the insurers in this country. 

Mr. BOUSTANY. Could you comment on the use of the Society 
of Thoracic Surgeon’s database in cardiovascular disease? 

Dr. YOUNG. I cannot help you, I am not acquainted with that. 

Mr. BOUSTANY. I would think as someone who is interested in 
data and using best practices, this database has been outstanding. 
It was developed in 1989 and has gone a long way toward the im- 
provement in care in cardiovascular disease. I suggest you look at 
it. 

I see that my time is up. I thank the Chairman. 

Mr. STARK [Presiding]. Mr. Thompson, would you like to in- 
quire? 

Mr. THOMPSON. Thank you, Mr. Chairman. And thanks for 
holding today’s hearing and for your effort to make sure that this 
process has been open, and that we are able to work through this 
to address all these issues. I just hope that the ongoing procedural 
votes that we are taking do not further disrupt our efforts here. 

I want to first point out there has been a lot of talk about this 
independent, nonpartisan study that associates some pretty high 
prices with doing what most Americans believe we need to do, and 
that is reform health care. And I think it is important to note for 
the record that this HSI Network that is supposed to be non- 
partisan and independent is actually a group that is — one of the 
participants is the modeler for Senator McCain’s health care and 
his work. And it has been pointed out in the press that some of 
what they said had not always been based in fact. There was one 
quote that I found interesting, “Every candidate should say that 
these numbers were produced by my experts, and they are my best 
estimates but they are not exact.” 

And if you look at what this same group, this HSI, did in regard 
to modeling the health bill over in the Senate. They were four 
times higher than what the CBO came in with. So I think we need 
to know where these numbers are coming from. 

And as they relate to our tri-committee effort, I think it is impor- 
tant also to note that they said that the analysis has no offsets, 
their analysis, there are no offsets in this discussion draft. And 
that is just patently false. We know that to be the case. And so if 
they miss that, it is hard telling what else they missed. 

Mr. CAMP. Would the gentleman yield for just a moment? 

Mr. THOMPSON. On a positive note 

Mr. CAMP. Would the gentleman yield for just 30 seconds? 

Mr. THOMPSON. I want to finish my thought here, then I will 
get back to my other issues there. On a positive note, they did say 
one thing that was interesting, and I will quote. They said, “In con- 
trast to the Senate version of this bill, the House version is more 
fiscally prudent and effective.” Yes, for 30 — for 15 seconds. 
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Mr. CAMP. Just to say that CBO did not score the full Kennedy 
bill, so the $1 trillion is really not the final number. I just wanted 
to clarify the record on that. We are not comparing apples to apples 
here. 

Mr. THOMPSON. Reclaiming my time, and the numbers that we 
are being told are nonpartisan and independent are not real num- 
bers at all, so it is a very, very biased study. 

I want to get some policy changes that I believe will lead us to 
better health care and at the same time drive down prices. I would 
like to get the experts’ opinion on this. I am one who believes that 
an expansion of technology can really be beneficial in all this and 
think that there is a lot more in the area of telehealth that we 
could be doing that would provide better outcomes and drive down 
the cost. And there are a couple of examples that I have seen in 
my district alone. UC-Davis does a virtual tumor board, and they 
have just example after example of cases where they have helped 
people and driven down the cost. They talk about one where they 
were able to confer with a local team and diagnose a patient and 
a treatment plan for a patient who was in an underserved area, 
doing this through telemedicine. And they were able to treat it in 
a non-invasive way at a much lower cost. And, ironically, that work 
is not reimburseable under the Medicare provisions that we have 
now. 

I have another case, I could just go on and on and on with exam- 
ples of this, but I think it is an area where we can really pick up 
some costs and do better health care. And I would like to hear your 
impression of that and if you think that we should really expand 
the provisions for telehealth in this bill? We can start with Ms. 
Pollitz. 

Ms. POLLITZ. I am not an expert on this area, but I don’t be- 
lieve a lot of private insurance health insurance would pay for that 
either. And this kind of consulting between physicians, whether it 
is face to face or on the phone or telehealth, I think is very impor- 
tant in patient coordination of care. And that we do need to find 
ways to support that and reimburse it. 

Mr. THOMPSON. Anyone else care to? 

Mr. HOLAHAN. It seems to me that it is a very good idea, but 
you really — ^you need payment reforms that bundle payments that 
can include that kind of contact. 

Mr. THOMPSON. Well, these are not even included in many, 
many cases. And in underserved areas, there is some expansion in 
rural but urban underserved areas do not get the attention. And 
underserved is underserved, it does not matter where they are. 
And these are people who are going without health care or were 
provided at a much higher price. 

Mr. HOLAHAN. I agree with you. 

Dr. GRATZER. Look, there is a role for other things as well. I 
do not think necessarily everyone needs to see a doctor. There is 
a greater role for nurses and nurse practitioners. I really think in 
the United States we have done ourselves an enormous disservice 
by not tapping more in terms of information technology. 

You know, in Denmark — Denmark, everyone’s health record who 
wants it is put online. You can look up your own cholesterol and 
track it over time. I think if that is good enough for the Danes, it 
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ought to be good enough for the Americans. I think it also would 
address to a small extent Mr. Becerra’s comment about the high 
level of medical errors we have in the United States. So much tech- 
nology if you go to Wal-Mart and you buy your kid a plastic lawn- 
mower but so little technology in terms of your health records. You 
can see your doctor right across the street from a hospital, and go 
to the hospital because you are feeling worse, the ER, and no one 
would know any blood test that had been done. It is just absurd. 
So I agree with your point. 

Mr. THOMPSON. Thank you. 

Mr. STARK. Mr. Nunes, would you like to inquire? 

Mr. NUNES. Yes, thank you, Mr. Chairman. I want to thank the 
panel for being here today. Ms. Pollitz, Dr. Holahan and Dr. Young, 
the three of you support the underlying bill, right, even though 

Dr. YOUNG. No. 

Mr. NUNES. Oh, you do not? Dr. Young, you do not support the 
bill? 

Dr. YOUNG. That is right. 

Mr. NUNES. Okay, but the first two of you, you do support the 
bill? 

Ms. POLLITZ. I think it is a very good bill and it could use some 
additional improvements. 

Mr. NUNES. Okay, like finishing the bill, you guys have seen 
this, one of the parts not finished yet? I am wondering if that is — 
is that the strategy is to get 50 votes in the Senate and then let 
the Administration fill in the bill, do you guys know? 

Ms. POLLITZ. I cannot comment on that. 

Mr. NUNES. Well, for the two of you that support the underlying 
bill or the basics of the bill, I do not think there is any argument 
that under this bill more people would be eligible for Medicaid and 
more people would be pushed on to Medicaid, do you agree with 
that? 

Ms. POLLITZ. More people would definitely be made eligible for 
Medicaid, which is a very important reform, but the bill also pro- 
vides that people who are in Medicaid can have the choice of enroll- 
ing in a private plan through the exchange. 

Mr. NUNES. Can you — go ahead. 

Mr. HOLAHAN. I think the answer is basically yes, but I think 
there are people that are above the level, the income level that 
they talk about who might eventually move off of Medicaid into the 
exchanges. So there will be some moving around. 

Mr. NUNES. I have trouble understanding, maybe the two of you 
can help me understand, why would we want to put more Amer- 
ican citizens on to Medicaid? I have a lot of people on Medicaid in 
my district, and for the life of me, I cannot understand why we 
would want to make more people eligible for Medicaid and why we 
would want to shove more people on to Medicaid, can you guys an- 
swer that question, why that is a good idea? 

Mr. HOLAHAN. It is a program that is big, it has a lot of his- 
tory, a lot of law and regulation around it. And we are taking on 
a lot in reform in terms of putting even more people potentially 
into these exchanges and potentially into the public plan. I think 
it would make the job harder if you did not build on to some extent 
on what we already have. And I think down the road, you might 
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want to revisit whether Medicaid should stay distinct or how it 
gets incorporated within the exchange, hut I think that for the mo- 
ment that would make the whole job harder. 

Mr. NUNES. Right, unless you are on Medicaid right now. I do 
not have anyone that I know of, and maybe you guys could help 
me dig some folks up, that like being on Medicaid and that want 
to be on Medicaid. 

Ms. POLLITZ. I do. 

Mr. NUNES. You know people who like Medicaid? 

Ms. POLLITZ. Yes. 

Mr. NUNES. Well, I would love to meet these people. 

Ms. POLLITZ. I would be happy to introduce you. 

Mr. NUNES. Because I have a whole bunch of people on Med- 
icaid in my district, and the doctors do not want to see them, the 
people that I know are embarrassed to even admit that they are 
on Medicaid. They do not want to be on Medicaid. If that is the 
case, why don’t we just make — why do we need this big plan, why 
don’t we just put everybody on Medicaid? 

Ms. POLLITZ. Congressman, I think there is no question that 
the Medicaid program has suffered from underfunding over the 
years and that there has been a stigma attached to a poverty pro- 
gram, but the Medicaid program has incredibly important protec- 
tions that it offers people, very comprehensive coverage, no cost 
sharing, coverage for all kinds of additional services that are im- 
portant and that people with limited means need in order to get 
the health care, transportation care services. 

Mr. NUNES. But you know someone, you said that you know 
people that are on Medicaid that like it? 

Ms. POLLITZ. Yes. 

Mr. NUNES. And they would prefer to stay on Medicaid? 

Ms. POLLITZ. I have a friend — yes, her — a friend of my daugh- 
ter, a 14-year-old young lady, her mother just passed away, she 
had been on private insurance. 

Mr. NUNES. She likes Medicaid better than private insurance? 

Ms. POLLITZ. It was a pretty good plan but it has a $500 de- 
ductible and 20 percent call insurance, and she had to go to the 
emergency room earlier this year because she was very sick and 
her aunt took her and a great big bill generated. My husband and 
I ended up paying it for them. 

Mr. NUNES. So if the hypothesis is 

Ms. POLLITZ. She just got on Medicaid and now 

Mr. NUNES. The hypothesis is though, your hypothesis that 
Medicaid is insurance from what I just heard? 

Ms. POLLITZ. No, I am just saying that Medicaid has a lot of 
advantages and offers a lot of extra protections for people and it 
is important. 

Mr. STARK. Would the gentleman yield? 

Mr. NUNES. Well, my time is running out. My time is running 
out, Mr. Chairman. 

Mr. STARK. I will extend it. Just if I could suggest 

Mr. NUNES. Just for 10 seconds here because I do not want to 
lose my time. 

Mr. STARK. After 5 years, people could choose in the exchange. 

Mr. NUNES. The public option? 
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Mr. STARK. They could choose private or public and not take 
Medicaid if they did not want to. In other words, after the first 5 
years with the exchanges that are running, the bill, the draft would 
suggest that at that point people would not have to go into Med- 
icaid, they could choose an exchange. And we would welcome other 
options, but once the bill — it is not the intent of this draft to force 
people into Medicaid. That is all I am saying. 

Mr. NUNES. But I think there is no question though that it 
would make — it would put people into Medicaid, which I have — Mr. 
Chairman, I have a fundamental problem with. I think Medicaid 
is broke now, it has a $20 trillion unfunded mandate, and the more 
people we throw on to them, how are we going to pay for this? 

Mr. STARK. In California, you have a real problem. 

Mr. NUNES. That is our problem I guess to deal with too, Mr. 
Chairman. 

But in finishing up, I would just say that I really do not under- 
stand a plan that we would put out there that would put more peo- 
ple into Medicaid even in the short term. I think if we are going 
to revamp health care, we ought to look at Medicaid and try to get 
as many people off of Medicaid as possible today, not tomorrow. 

And I will yield back. Thanks, Mr. Chairman. 

Mr. HOLAHAN. One point to make is that one of the things that 
I think that you were concerned about is access to primary care 
physicians, and there is a provision in this bill that would increase 
those rates. 

Mr. STARK. I thank the gentleman. Mr. Blumenauer, would you 
like to inquire? 

Mr. BLUMENAUER. Thank you, Mr. Chairman. I appreciate the 
opportunity for us to start focusing in on some of these items. And 
I appreciate in particular Dr. Holahan talking about the cost of 
doing nothing. And I think that is one of the things that is so crit- 
ical that gets lost. If we float along for another year or two or three 
or four, we are going to find more uninsured. We are going to find 
fewer people who are insured by their employers. And those that 
are, are going to be facing higher costs and less comprehensive cov- 
erage. 

I hope that we as a Committee will be able as we go forward to 
look at getting more value out of the existing system. There is 
some in the draft that I like. There are things that I have in terms 
of end of life transitional benefits. There are a whole series of 
things that I am excited about, some of which are in the draft. We 
can do more. I do not think we have gone far enough in terms of 
dealing with radical disparities of Medicare reimbursement around 
the country. I am particularly concerned that what is in the bill for 
Medicare Advantage will hurt efficient areas and will have vir- 
tually no effect on very high cost States. But this is a process that 
I hope we can work on together. 

The notion of how we are going to pay for this is part of the cost 
containment. We have 3 or 4 years before this kicks in, so we will 
have a chance to refine the getting more value out. And I do not 
think any of us feel that when the other areas where there will be 
some costs associated, and the polls show the American public is 
in favor of paying a little bit more if they get security and 50 mil- 
lion, more or less, get health insurance, they think that is a good 
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deal. But it is not going to kick in this year or next year. We will 
have a chance for the economy to regain its footing. 

I am a little concerned about the language here about somehow 
forcing people on to the public plan because people will go into the 
exchange where the public plan is one of their choices, and that 
sort of gets lost in the discussion. 

And I want to pose my question because. Dr. Holahan, you ref- 
erenced it in your testimony, but as I read it, it is a little esoteric, 
with all due respect, about where the Department of Justice thinks 
it is noncompetitive and there might be antitrust. My reading of 
the data is that there are 25 States where one insurance company 
has 50 percent or more of the market. If you could perhaps discuss 
a little bit in practical terms about the lack of competition that 
most Americans face now with meaningful choices of health insur- 
ance. And my read of this is that the insurance companies them- 
selves are going to be advantaged because we are going to stream- 
line some of this process and squeeze out some of the goofy stuff 
that goes on. Right now, trying to deny people coverage, we are not 
going to have preexisting conditions, that is going to be a level 
playing field that is going to make I assume a very big difference. 

And if you want to also comment for a second about the sound 
bite that you got trapped into saying about cost controls and then 
cut off, if time permits to elaborate. But I would like you to talk 
for a moment about meaningful competition that we are going to 
be providing under the framework that has been offered. 

Mr. HOLAHAN. Yes, a few months back, we had some executives 
from a big Blue Cross plan in the Midwest visit us to get advice 
on how they could control costs. And the first thing I asked was 
how well do you pay relative to Medicare. And the answer was they 
paid 79 percent above Medicare rates to hospitals and 68 percent 
above Medicare to physicians. And so like why are you here? They 
did this because they can. They have no competition. And they can 
pass on, to the extent this means higher premiums, they are able 
to pass that on. And I think that is a role that this public plan 
would have to — I think could help with, help in those markets and 
help in others where there are more insurers but one that is really 
dominant and still not able to deal with dominant hospital systems 
or single specialty groups that essentially bargain as monopolists. 

Mr. BLUMENAUER. Thank you. I appreciate that. I would just 
close by noting it would be interesting to take a test of the people 
on this Committee who have health insurance, I assume most of us 
probably do, and find out how many of us made the decision based 
on what was the cheapest plan? It would be interesting to find out 
if we could figure out what was the cheapest plan. I get my insur- 
ance through my wife’s company because I think she has greater 
contact with their Department of Human Resources to try and deci- 
pher stuff that I cannot, but I think the record is rather clear that 
there are lots of people, including in the Federal system, and I will 
bet people on this Committee, who make lots of choices that are not 
the cheapest as it appears on that chart. And so I think the fear 
somehow that all competition would stampede to a public plan if 
it appeared a little more affordable is at least near-fetched. 

Thank you. 

Mr. STARK. Thank you. Mr. Roskam, would you like to inquire? 
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Mr. ROSKAM. Thank you, Mr. Chairman. First of all, thanks for 
your time and your attention today. I think all of us have been en- 
lightened by the nature of your comments. And you have been fair- 
ly transparent, when you have not known what is in the bill, I ap- 
preciate someone saying, “I have no idea what is in the bill.” I do 
think this time, this season that we are in is absolutely incredible. 
There is momentum here, right, and there is an opportunity I 
think transformational, but it has struck me as strange that here 
we started this hearing at 9 o’clock, I was out for a couple of min- 
utes for some of the procedural stuff that is happening on the floor 
but we are well into this hearing, and we have not had much of 
a conversation about Medicare fraud, about fraud within the sys- 
tem and abuse within the system. 

I have been briefed by experts, and I do not think these are folks 
that are pulling punches one way or the other in terms of donkeys 
and elephants, but have come to the conclusion that as much as 13 
percent of current Medicare outlays are fraudulent. I have a quote 
from the chief counsel to the Health and Human Services Inspector 
General who said, “Building a Medicare fraud scam is far safer 
than dealing in crack or dealing in stolen cars and it is far more 
lucrative.” And here we are on the verge of something that is abso- 
lutely enormous in terms of costs. Frankly, when costs come up, 
the Majority kind of loses high contact and gets a little bit defen- 
sive, with all due respect, about, well, who is putting these esti- 
mates out and so forth. But as we are sitting here today, no real 
number in terms of a cost estimate. 

And, yet, here we have this opportunity to recast resources and 
put it in the proper direction that I think ultimately can have a 
huge impact. So I would like to shift the conversation a little bit. 
Dr. Holahan, something that you said concerned me, and I want to 
give you a chance to clean it up. But when you were having a con- 
versation I think it was with Mr. Nunes a minute ago, in sort of 
defense of Medicaid, you said, and I jotted it down because it really 
got my attention, and “these were attributes that I interpreted as 
positive attributes,” right? You said that, “It is big, it has a history 
and it has lots of law and regulation around it,” meaning sort of 
this case law around it. And I would suggest that I think that is 
one of the real weaknesses of the current system, that it has be- 
come hidebound, an inability to recognize fraud within the system 
and an inability to recognize abuse within the system, an inability 
to recognize overutilization and so forth. And I just wanted to first 
of all give you an opportunity to — surely those three adjectives of 
big, rich history and lots of law and regulation is not an attribute, 
those are not characteristics that you are lauding, are they? 

Mr. HOLAHAN. Well, what I meant was — to be more specific, I 
think this is a really big deal to reform our health system. To the 
extent you have something that you can build upon that works rea- 
sonably well, despite some problems, I think that is a good thing 
when we are taking on so much. 

A few years back, I did a study with a colleague of mine to look 
at whether Medicaid is really high cost relative to private insurers, 
so we compared Medicaid to people with private coverage, all low- 
income people, and looked at whether medical benefits, when you 
controlled for health status and income and education and other 
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characteristics, controlled statistically for that, and Medicaid it 
turns out is less costly. And that is not to say there is not fraud 
in Medicaid and Medicare, but despite that, it is less expensive 
than private insurance by some margin. And we certainly should 
go after fraud wherever we can. I guess the thing I would be curi- 
ous about is whether the same study that you were referring to 
had anything to say about fraud in Aetna or Blue Cross plans or 
anything like that. I do not know whether it did or not, but I can’t 
believe it is totally absent. 

Mr. ROSKAM. There is no question about it, but I think here we 
are 3 hours into a hearing that by the proponents’ own adjective 
is going to transform the system and yet we really have not had 
much of a conversation as it relates to driving, just rampant abuse 
out of the system. 

Thank you for being transparent about that. The people that I 
have interacted with as it relates to Medicaid feel underserved by 
it, feel discouraged by it, and it has taken the joy of the medical 
practice from physicians. 

My time has expired, and I yield back. 

Mr. STARK. Thank you. Mr. Kind, would you like to inquire? 

Mr. KIND. Thank you, Mr. Chairman. I too want to thank our 
witnesses today for your patience and also the task of trying to ab- 
sorb an 840-page piece of legislation in a short period of time, and 
I think you have been doing a good job today. 

But I think my friend, the gentleman from Illinois, Mr. Roskam, 
raises a very important issue and that is what is contained in this 
health care reform that can really help crack down on fraud within 
the Medicare system? And with that, I would just reference Title 
6 of the legislation and go through those specific provisions. 

We are trying to not only enhance resources to the agencies in 
charge of detecting fraud and bringing greater accountability but 
also enhancing the penalties when it is ultimately — and that whole 
section is devoted to cracking down on fraud and the waste that 
exists in the system today. And if the gentleman or others have 
more ideas on what we can do to beef this up, we are all ears. 

But I think the sweet spot we have to hit here is the ability to 
distinguish between unintentional error and intentional fraud, and 
I think that does concern a lot of the providers out there, especially 
in submitting their billing claims, that if something was inputted 
wrong, are they going to be subject to the full weight of investiga- 
tion and fraudulent penalties due to a harmless human error in the 
system. 

But, listen, I want to take my time to direct your attention to 
Title 4 of the draft discussion piece. That is titled, “Quality,” and 
I think this is the key to how successful we are at the end of the 
day, of whether or not we can enhance the quality of care and find- 
ing cost savings at the same time. That section is devoted entirely 
to the comparative effectiveness research. And that is what I want 
to get your response on, if you had a chance to review that provi- 
sion. 

Let me preface my question by saying I come from western Wis- 
consin, which has been recognized as a high-quality, low-cost area. 
We have Mayo in there, Marshville Clinic, Gundersen, even the 
President has recognized that the health care models that have 
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been developed in our region, as examples of what we need to 
incent in reform in order to achieve the type of cost savings with- 
out jeopardizing quality at the end of the day. This is coordinated, 
integrated care practices, more emphasis on primary, prevent, 
wellness programs, things that have proven very effective in help- 
ing drive down cost while enhancing care. And I think that is the 
key to doing comparative effectiveness research the right way and 
not the wrong way and establishing the center in the legislation for 
comparative effectiveness research, establishing an independent 
commission comprised of independent, both public and private 
stakeholders as part of the commission, to review the research, the 
data, making recommendations to the center. And then I think this 
is the key distinction, empowering our doctors and patients with 
the information so they know what works and what does not work. 
And we are placing a huge bet on that, that with doctors and pa- 
tients armed with this information, that they are going to make the 
right decisions which is going to not only improve patient care but 
help drive down costs. And it is tough to ignore a study of a rep- 
utable organization like McKenzie Institute that claims based on 
their research that $650 billion of health care spending every year 
goes to care and treatment that does not improve the quality of re- 
sults at the end of the day. And that is going to be the key I think 
to comparative effectiveness. 

I see Mr. Merger has joined us because he raised a very impor- 
tant issue when it came time for him to question the panel, and 
that is how the information is ultimately going to be used. And I 
would reference, and he is involved in a conversation, but on page 
446 of the discussion draft, lines three through six, the construction 
on the use of comparative effectiveness. And let me just read that 
real quick. This is an important point. It states that, “Nothing in 
this section shall be construed to permit the Commission or the 
Center on Comparative Effectiveness Research to mandate cov- 
erage, reimbursement or other policies for any public or private 
player.” And I think that is a hugely important provision in this 
legislation, basically saying we are not going to ration, we are not 
going to be making those type of cost decisions based on CER re- 
search. And I think that is going to be important that we recognize 
that as we move forward. 

So, Ms. Pollitz, let me first give you a chance to respond as far 
as the role you see CER research playing and how important or 
vital that is going to be for the health care reform that we are try- 
ing to offer here today? 

Ms. POLLITZ. I think it is very important. Congressman. I had 
the pleasure of attending a conference a couple of weeks ago where 
the director of the agency in Australia that heads this up was just 
talking about how this research gets brought to bear in decisions 
in that country and people were left breathless, like why don’t we 
do that here? So I think it is a very important investment, and I 
commend you for including that. 

Mr. KIND. It is interesting a lot of providers are doing that. In 
fact, Cleveland Clinic has been doing this for a long time, and the 
CEO of Cleveland Clinic just indicated they had 70 countries con- 
tact them to find out what they are doing and how well it has 
worked, 70 countries. So even countries outside of the United 
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States are recognizing the type of model of care that is being pro- 
vided and the cost savings that comes with it. 

Dr. GRATZER. I note as well that there are some private sector 
innovations that are also useful. Think about Safeway, which has 
actually brought health inflation to a stalemate in the last 3 years. 
Some of the information is its comparative effectiveness, it is trans- 
parency of prices. If you are in certain regions in the country and 
you are a Safeway employee, they will actually list out your options 
for say CAT scan and the prices and soon they are hoping to put 
quality on board. So it is not just a role for government, I think. 
I am a little bit more hesitant on comparative effectiveness perhaps 
than you are, but there is a role for government undoubtedly, but 
I think there is also a role for the private sector as well and ulti- 
mately culturally as people demand more and should be required 
to shop around and gain more information, just as they do for 
much mundaneness things like food, clothing and shelter. 

Mr. KIND. Thank you, Mr. Chairman. I see my time has expired. 

Mr. STARK. Thank you. Mr. Pascrell, would you like to inquire? 

Mr. PASCRELL. Thank you, Mr. Chairman. Chairman, I want to 
clear up some things that were mentioned before about New Jer- 
sey. 

[Laughter.] 

Mr. PASCRELL. New Jersey is more expensive because insur- 
ance companies are required to cover all comers. Without an indi- 
vidual mandate, healthier people drop coverage, leaving behind the 
sickest people. That drives up the cost, doesn’t it, Ms. Pollitz? 

Ms. POLLITZ. Yes, it does. 

Mr. PASCRELL. If anything New Jersey is a case study in why 
we need universal coverage, just the opposite of our proponents — 
or opponents, whichever you decide, are talking about. State man- 
dates are designed to protect people. And I would argue that if ev- 
eryone were in the pool, folks in New Jersey would be better off 
because they would be guaranteed access to the services they need, 
like childhood immunizations. Let’s not mandate that. What is the 
consequences of not mandating that? Aren’t we talking about pre- 
venting diseases and in that way lowering costs? 

How about my favorite chronic diseases, diabetes care. When we 
look at the cost of health care, who is seeking aid later in life be- 
cause of situations that occurred much earlier, which they were not 
able to get hold of? How about prostrate cancer screening, do you 
want to mandate that? Do you want to bring down the cost of 
health care? Let’s mandate it. Would anyone on the other side say, 
“No, we should not mandate that”? How about mammograms? We 
thought we had that battle a few years ago, but that continues to 
come up. Maternity care, treatment for alcoholism? Now, why in 
the world should we mandate that? Look, the patient is the center 
of what we are talking about here, not insurance companies, not 
Congressmen, the patient therefore is the main priority of putting 
a system together built around that patient. And that is what I 
have on my mind. 

Now, Mr. Gratzer, in your testimony you said that, “We must re- 
form our health care system with ‘made in America’ solutions.” 
Well, that goes with a lot of other rhetoric I have heard. I could 
not agree more. The discussion draft that we are considering is a 
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“made in America” solution. It builds on lessons that we have 
learned right here in the United States. It brings competition and 
choice and a system of checks and balances, we do not have checks 
and balances now. We do not even have checks and balances with 
regard to ferreting out those who abuse the system, who actually 
purvey fraud on the system. In fact, we slap them on the wrist and 
say, “Sin no more,” but we do not prosecute them. 

I take issue with your focus on a single payer system, which de- 
spite your arguments is not the issue at hand. Even Dr. Young has 
told us that our plan is not a path to single payer. Unfortunately, 
you make fundamentally different underlying assumptions about a 
public health insurance option that most of the individuals on the 
panel, and many of the questions you pose about a level playing 
field can be answered with a resounding yes. In fact, we have gone 
to great pains to make sure that this public health insurance op- 
tion is indeed on a level field with its private competitors. 

And I would like you to comment on some of the arguments 
made by Dr. Holahan. Specifically, in the absence of a public health 
option, how would you propose bringing real competition to health 
insurance markets that currently have none? 

Dr. GRATZER. I think we have regulated ourselves into a situa- 
tion where in many States, too many States, you 

Mr. KIND. Who is “we,” who is “we” regulated? 

Dr. GRATZER. It is between Congress and State legislatures. 

Mr. KIND. What have we done, what regulations have we put 
forth that have resulted in the consequences which you say exist? 
What is the regulation. Tell me one regulation, two regulations, 
three? 

Dr. GRATZER. Well, in some States community rating. 

Mr. KIND. “We,” we said the Eederal Government, you said the 
Congress, do not go back to the States. What did the Congress do? 

Dr. GRATZER. Right, I said both, sir. And I would emphasize 
that it is a collective problem, and I think that these mandates end 
up driving out insurance companies and reducing choice. But, look, 
I agree with you, there is not enough competition in some States. 
In some States, in the small group market, you are down to lit- 
erally one option or two options, but I think the way around that 
is through deregulation and allowing more competition amongst in- 
surance companies rather than the Eederal Government creating 
an insurance company, which by the way, as you know, would not 
be covered by those regulations, would not pay the tax, would 
not 

Mr. KIND. Dr. Gratzer, what would you deregulate right now? 

Dr. GRATZER. Why would I deregulate? 

Mr. KIND. Yes. 

Dr. GRATZER. I would allow people to purchase insurance plans 
across State lines. 

Mr. KIND. That is your deregulation moment? 

Dr. GRATZER. Well, that would be one of the things I would do 
for sure. And then for the people who, as you point out, are chron- 
ically ill, I would 

Mr. KIND. I’m sorry, go ahead. 

Dr. GRATZER [continuing]. Put them in high-risk pools and the 
like. I am not going to argue today that some people cannot afford 
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a private insurance plan, of course, but I think we have to be fo- 
cused on our aid. 

Mr. KIND. What do you do with those people? What do you do 
with those people. Dr. Gratzer, the people that cannot afford 

Mr. STARK. We will have to come back to this later, Mr. 
Pascrell, and let Mr. Reichert find out what Dr. Gratzer wants. 

Mr. REICHERT. Well, thank you, Mr. Chairman. I want to at 
least first of all make a statement on I think Mr. Pascrell is abso- 
lutely correct, the patient really is the focus here, and I think all 
of us here today who have had a chance and opportunity to ques- 
tion and hear some of the answers to the questions are all in agree- 
ment that we are trying to do the best thing for the people of 
America, for those people who, all of us at some time or another, 
who need health care. And so that is why we are here today. 

To fight over one system over another is counterproductive be- 
cause I think we all can agree that the patient is the center of our 
attention and should be, that there are not enough checks and bal- 
ances, I agree with that. There is a lot of fraud, waste and abuse, 
I agree with that. We are not doing anything with that. And we 
all agree that we would like Americans today to have better access 
to health care, better quality health care. We would like this health 
care to be cost-effective. We would like people to have a free choice. 
And I think that people, I know myself personally, would like to 
have some control over the treatment and the medication that is 
prescribed to me for my health care. Those things we all agree on. 

The question, I think the major overarching question is how do 
we really overcome this fear of a lot of the American people today 
regarding this discussion we are having today about a government 
takeover of the health care plan, especially when you throw in the 
considerations that Mr. Ryan has expressed today and one other 
Member here, and the trillions of dollars of unfunded mandates. 
And so the fear of the cost and the fear of the lack of control and 
the reduction of your access to health care and the reduction of the 
quality of health care. 

Dr. Gratzer, I would ask you first maybe to respond to that? 

Dr. GRATZER. I want my colleagues to answer first. 

Mr. REICHERT. Okay, anyone else, anyone on the panel? 

Ms. POLLITZ. Congressman, I think public opinion polls show 
that the public overwhelmingly favor having the choice of a public 
plan. I think it is also true, and it was in The Washington Post this 
morning, that people are always nervous about change. I was here 
in this room, sitting in that row 15 years ago, the last time health 
reform care was considered and the Harry and Louise ads were all 
over the airwaves, and I think there is no question that the great- 
est vulnerability of the reform effort this time is to frighten people 
into thinking that they will be worse off. 

Mr. REICHERT. I am just going to interrupt you for a second. 
I stepped out in the hallway and met with some representatives of 
a union who said we want a public health plan, we want to make 
sure that those people who are not insured get health care, we all 
want that. But the other thing they said to me was we do not want 
our health plan to go away and on top of that, I do not want my 
health plan taxed. So we have a problem here. How do you address 
those concerns, people who — and I am one of them, and I think as 
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I said most people here, we all want people without health care to 
get health care, hut I like the plan that I am in. Others in this 
room I am sure do, 75 percent of Americans it said do like their 
health care plan. They do not want to be taxed on it. So the ques- 
tion here again goes back to cost. How much is this going to cost 
us and how are we going to pay for it? 

And one of the issues around this is the waste, fraud and abuse. 
Some estimates place Medicare fraud at $13 billion per year. The 
GAO found that Medicare has paid at least $92 million to Part B 
for providers who are deceased. How can we reduce the staggering 
amount of fraud in the Medicare system? And what is to prevent 
this fraud, waste and abuse from happening in the government 
takeover of other parts of this system? Anyone want to respond? 

Mr. HOLAHAN. I just was talking to the question about choice. 
I think that the way I understand this plan, there would be more 
choices. And I think sometimes the way 

Mr. REICHERT. What about the fear though that the private 
sector will not be able to compete with 

Mr. HOLAHAN. Well, I do not agree with that. I think there are 
some insurers 

Mr. REICHERT. But some people do 

Mr. HOLAHAN. I understand. 

Mr. REICHERT [continuing]. How do you explain that? 

Mr. HOLAHAN. I think the best insurance companies in this 
country are very, very good. They will be able to compete with the 
public plan. The weaker ones that have competed by just going 
after good risks and not being effective managers of care delivery 
could be at risk, but I think it will, at the end of the day, be an 
effective and healthy competition between the public plan and good 
insurers. 

Mr. REICHERT. I appreciate your answer. Thank you, Mr. 
Chairman. 

Mr. STARK. Ms. Berkley, would you like to inquire? 

Ms. BERKLEY. Yes, thank you very much. Chairman Stark. And 
thank you all for being here and sharing your expertise with us. 
I am strongly in support of passing comprehensive health reform 
legislation this year. A third of the people I represent, and I rep- 
resent the urban core of Las Vegas, have no health insurance. So 
it is imperative for the people that I represent, that they have some 
access to health care through insurance. 

It is not as if people that do not have health insurance do not 
get sick. They get sick, and the additional cost is borne by the rest 
of us. I would say statistically speaking, $1,000 for each of us that 
is insured, there is an extra $1,000 attached to the cost of our 
health insurance in order to subsidize others. 

In an effort to give full disclosure, my husband is a nephrologist, 
my stepdaughter is a primary care physician, we need more doc- 
tors, and we need to incentivize the opportunity for people to go to 
medical school, which is not only multiple years of their lives but 
also a great deal of expense. When my stepdaughter graduated — 
not graduated, but when she graduated, she had $190,000 debt. I 
am a tremendous advocate of loan forgiveness and also an advocate 
of increase GMEs. I think it is very important, and they need to 
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be spread out around the country a little bit more proportionately 
than they are now. 

I do not think — look, this is a work in progress. I am not willing 
to sign off on the le^slation. A draft proposal that was dropped on 
Friday is the beginning of an important and comprehensive discus- 
sion among all the stakeholders and those of us that are going to 
be voting for it. That is why your being here is so important today. 
Hopefully, this will be the first of many hearings in order to im- 
prove our expertise and knowledge so we can do the right thing 
and fine tune this. 

Cost is definitely a factor. There is no doubt about it. But right 
now we have the most costly health care system on the planet. We 
are not getting a bang for our buck. Doctors do not like the system. 
The hospitals do not. The patients do not. And we need to change 
the paradigm so that we are investing our money wisely and hav- 
ing a far better outcome than we have now. 

One of the things I am a great advocate of is preventative medi- 
cine, and I am the original sponsor of the DXA bill. Medicare cuts 
payments to people that need bone density by 60 percent, which 
means that the doctors are not administering them anymore. Nine- 
teen billion dollars it costs this country in order to pay bone-related 
osteoporosis fractures every year. Let us take that money and put 
in the front end. It is going to cost us less. We are going to have 
a whole lot less bone fractures and statistically speaking, if you are 
over 70 and you break your hip, you are going to be dead within 
10 months. It seems that we will improve the quality of life, we 
will enhance life, and we are going to save billions of taxpayers’ 
dollars by using our dollars wisely in the front end of the process 
rather than in end of life care. 

And if any of you care to discuss any of those, I would love to 
hear your point of view. 

Ms. Pollitz. 

Ms. POLLITZ. That was a lot and all excellent. I think just on 
the prevention, an important feature in the required essential 
health benefits package is that preventative services would be cov- 
ered without any cost sharing so that people can have access to 
those services and not face those barriers. That is an important 
component. 

Ms. BERKLEY. May I say one thing, and it just gets my goat, 
I am not the defender of every doctor on the planet, and I know 
we have a lot of real stinkers, but I will tell you something the doc- 
tors I know work like dogs and this fraud and abuse thing as if 
every doctor is out to scam the system is highly offensive to me as 
a spouse. I just want to get that on the record. 

Dr. GRATZER. I would add, it is not just about prevention, 
though I fully agree with your comments on this. There is also 
some element of people taking more responsibility for their actions. 

Ms. BERKLEY. What do you do with a patient, doctor, and I 
know you are a psychiatrist, but my husband does all the dialysis 
in Las Vegas, so that we know that smoking, obesity, lack of exer- 

Dr. GRATZER. Sure, incredible. 

Ms. BERKLEY [continuing]. So patients are on the machine for 
3 hours. They get up, they light up a smoke and they go grab 



88 


McDonald’s. Now, how responsible should that doctor be because 
the patient is being irresponsible? 

Dr. GRATZER. Well, it is a heartbreaker certainly in your hus- 
band’s field of work but so many health costs are in some ways 
avoidable. Again, we have to be very clear. There are people who 
are genetically endowed to develop certain diseases, there are peo- 
ple who are just unlucky. On the other hand, smoking is 100 per- 
cent avoidable. We are seeing in America an obesity crisis, doubling 
of obesity rates over 25 years. And the best evidence, it seems to 
me, it is just we are taking in too many calories. I think part of 
that is a government solution in terms of like school lunch pro- 
grams, funding better school lunches. I think part of that comes 
from the corporate community. I am excited with Safeway and 
what they have managed to do to better people’s health. But part 
of it is also culturally people have to take more responsibility. It 
should not be societally acceptable to smoke and yet in a lot of 
ways, it still remains somewhat glamorous. 

Dr. YOUNG. I would like to compliment your summary. I am in 
complete accord with several points you made, but to make the 
point from our purpose being here, I think your goals would be 
much more readily achieved in a single payer system with im- 
proved access and for that reason, I commend you to consider that 
option. 

Ms. BERKLEY. Thank you. 

Mr. STARK. Thank you. Ms. Schwartz, would you like to in- 
quire? 

Ms. SCHWARTZ. Yes, thank you. Thank you, Mr. Chairman, 
and thank you panelists for your patience and your willingness to 
be here for a number of hours. 

I think we have covered some ground here but on some of the 
things — we get lost a little bit in some of the various specific de- 
tails we have been discussing and forget our larger goals and how 
we are going to accomplish them. We are really very committed, as 
the President has asked us, to contain the rate of growth costs in 
health coverage and in health care, both through the government 
and for businesses and for families. And we know we can do that 
by some of the delivery system reforms we have, some of the pay- 
ment reforms we are intending to — will be created in this way. 

And we are also really clear about the fact that we want to deal 
with access to health coverage. I do not know that you would all 
agree that all Americans ought to have health insurance. I think 
at least three of you would. I think one of you would say, “Well, 
they are on their own, good luck. We will give you some tax credits 
and go and see what you can find.” 

But one of the things that this draft bill does do very, very clear- 
ly is to say that we are going to create a way to help all Americans 
purchase affordable, meaningful health insurance coverage. And 
there can be disputes about how we are going to do that, but the 
idea here is that there are numbers of Americans who have insur- 
ance that is not very meaningful. I think, Ms. Pollitz, I would want 
you to speak about this. We find particularly for small groups and 
for individuals buying meaningful health insurance that is afford- 
able, if you have a preexisting condition now, if you are a small 
group that buys insurance and I just talked to one businessowner 
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who said their rates just went up 40 percent from one year to the 
next. We have all in this country seen our insurance premiums 
double in the last 9 years. That is unsustainable for families. It is 
unsustainable for businesses. And it is unsustainable for govern- 
ment. So we believe we have to take action. 

Now, one of the things we are going to do, in spite of what the 
Republicans say, is to put a whole lot more Americans, almost 50 
million of them, out there purchasing health insurance, private 
health insurance by and large. So I think that insurers should step 
up to the plate and offer some meaningful coverage. But we are 
going to change some of the market rules because if we are going 
to help Americans buy private health insurance, and we are, then 
we want to make sure that they meet some rules. 

And I would like you, Ms. Pollitz, if you would start with some 
of the rules that we are going to change, preexisting condition ex- 
clusions, you cannot do that anymore. You cannot rate people 
based on gender. You cannot rate them based on their health sta- 
tus. We will make some changes in age. We are going to make it 
more affordable but also mean something. Now, you had mentioned 
in your testimony initially, way back when, earlier this morning, 
that one of the ways that you think we could strengthen the legis- 
lation, even though there is language in there now, is to make sure 
that a consumer, individual or small business or bigger business, 
knows what they are buying. When they are buying insurance, 
they know what they are buying. And right now, that is also very, 
very difficult. 

There was a report recently about a woman who thought cancer 
care was covered. It turns out that the cancer care she was getting 
was outpatient and what was covered was inpatient. Now, there 
was no way of her knowing that when she read the policy. So, un- 
fortunately, she got cancer, she had health insurance and it did not 
cover her care in the least expensive way possible. 

I will just give you one statistic, 61 percent of the 72 million 
working age adults who had problems paying medical bills or pay- 
ing off medical debt in 2007 were insured at the time the care was 
provided. That is again unsustainable. We know 50 percent of 
bankruptcies are due to medical debt. 

So we are going to help people to be able to buy private insur- 
ance. Could you start by telling me what else you think we ought 
to be doing? I do have a bill with Congresswoman DeLauro that we 
are advocating putting some of that language in this bill that 
would make Americans feel more secure that when they are buying 
private insurance or public insurance, that they actually know 
what they are buying, they get what they are paying for, and that 
we reduce the cost of administration of private insurance compa- 
nies now, just spending literally millions and tens of millions of 
dollars to screen records to make sure that they do not pay cov- 
erage. So could you just — I know I went on probably more than my 
allowed but if you would answer that and give us some information 
about what else you are doing, how important you think it might 
be to be doing this? 

Ms. POLLITZ. I am happy to, and I will talk very fast. I think 
it is definitely the case that health insurance today is very com- 
plicated. Industry studies show that people do not understand over- 
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whelmingly how their coverage works and that most would prefer 
to do anything, including work on their income taxes, rather than 
try to read the insurance policy and figure it out. 

I think you can make health insurance more predictable and 
more understandable for people by making it more standardized. If 
there is coverage for hospitalization, it should cover the whole hos- 
pital stay, not leave out the first 2 days. If there is a deductible, 
that should mean a deductible. If there is an out-of-pocket limit, 
that should actually limit your out-of-pocket costs. You could have 
more standardization of terms. 

Also, we have suggested a new kind of labeling system for health 
insurance that I believe is included in the bill that you referenced. 

Ms. SCHWARTZ. It is a little bit like the way when you buy a 
food product? 

Ms. POLLITZ. Exactly. 

Ms. SCHWARTZ. It is consistent. 

Ms. POLLITZ. A coverage fact label, we would suggest that, our 
methodology was to simulate what it costs and what the claims are 
to have different illnesses and then have insurance companies proc- 
ess those claims and show you exactly what would be covered and 
what you would have to pay for the whole episode of illness so that 
people could synthesize and see that. 

Ms. SCHWARTZ. We will continue to work together. I thank the 
Chairman for his indulgence. 

Mr. TANNER [Presiding]. Thank you. 

Mr. Davis. 

Mr. DAVIS OF ILLINOIS. Thank you very much, Mr. Chairman. 
Listening to some of my colleagues would lead us to believe that 
the only relevant part of this discussion is not to have a public op- 
tion included with our private system. I have heard a great deal 
this morning about costs. I have not heard much about service or 
quality of care. I have not heard much about accountability, re- 
sponsibility or the need for access for the millions of individuals in 
our country who have no insurance at all. And in many instances 
no place to go if they get sick. 

Dr. Young, I want to commend you and my colleague. Congress- 
man Conyers, for your many years of long struggle and sometimes 
suffering to try and push our country toward understanding of 
what a single payer system would do. Sometimes, I did not know 
whether you were pushing or leading, but either way, you helped 
to get us where we are. 

You have already told us that we have fallen short of the goal 
with this tri-committee draft that I think has been a tremendous 
effort led by our Chairman, Representative Rangel. Given that we 
have this document that we have put together, and I know that 
you are good at dual diagnoses and things like that, what would 
you say were the part that you like best or might be its strongest 
features? 

Dr. YOUNG. Okay. 

Mr. DAVIS OF ILLINOIS. And what would you say might be its 
weakest features? 

Dr. YOUNG. Well, I naturally am pleased with those parts of the 
bill that extend coverage to people now not getting it, that is tru- 
ism. The part I do not like is that it finds it necessary to retain 
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the private insurance system, which is the heart of our present di- 
lemma. I am well aware of the awesome, real power the industry 
has, and I think I understand the legislative process. But having 
said that, my criticism or opposition to these other forms is not the 
purist point of view, I do not have that. I have had too many life 
experiences to have that view. It is that it will not work. And that 
I feel that all of — both sides of the aisle with their criticisms and 
suggestions have the same goal, but what is emerging is not a 
practical arrangement. And it has already been said, and I will 
echo it, the cost will sink not only the health economy but the na- 
tional economy. 

And I am happy, you suggested and I will emphasize, that the 
American people are increasingly aware of the desirability of a na- 
tional health insurance, treating health care as a human right by 
society, emulate the achievements of other countries with much 
lower costs. I mean not a little lower, starting the highest compet- 
itor for cost, France, Switzerland and Germany, spend one half per 
capita. So with all that money and our American ingenuity and 
eliminating the unnecessary waste associated with the private in- 
surance system, we could have a fabulous system and the country’s 
mood, solidarity, confidence in government would go up tremen- 
dously. 

Mr. DAVIS OF ILLINOIS. Thank you very much. Ms. Pollitz, let 
me ask you if I could, in some of our districts, 400 percent of the 
Federal poverty level seems like pretty high income. Yet, you pro- 
pose that subsidies be set at an even higher level. Why would Con- 
gress need to subsidize health care for a family earning $88,000 a 
year? 

Ms. POLLITZ. Well, if the cost of that coverage is $12,000 or 
$13,000 a year, that takes a big bite out of the paycheck of that 
family. And if the family head is my age, in their 50’s, the cost will 
be much higher than that because age rating is provided for in this 
bill. So I think when you watch and set your policy about afford- 
ability, you need to step away a little bit from the optics that asso- 
ciate with this measure of the poverty level. It is in many ways an 
artificial measure and way too low for measuring the needs of fami- 
lies to pay for anything. And really look at what is the cost of good 
health care coverage and how much do you want families to have 
to pay out-of-pocket for that if they do not have other subsidies? 

Mr. DAVIS OF ILLINOIS. Thank you very much. Mr. Chairman, 
I see that my time has expired but with your indulgence, could I 
just ask Dr. Gratzer, when we talk about costs, do you have any 
idea of how much of that cost is plowed back into the economy? 
Let’s say if we spend a dollar for health care, how much of that 
goes back into the economy? 

Dr. GRATZER. Well, you have asked a physician whether or not 
he likes health spending, you are going to get a pretty predictable 
response. And I think what you are hitting on is the right question, 
which we cannot just look at costs, we have to look at effect on 
lives. My wife’s life has infinitely improved by a procedure. People 
suffering from cancer are infinitely improved by the technology we 
have available. It is also true that to some extent it is good for an 
economy. One must be careful though that we probably do waste 
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money within the system, and that is I think we would all agree 
getting better value for our dollar is worthwhile. 

But to turn around and say we spend 16 percent, we would be 
economically better off spending 12 percent, I think is just very 
simplistic and unfortunately too many economists seem to fall in 
that trap. 

Mr. DAVIS OF ILLINOIS. Thank you very much. Thank you, 
Mr. Chairman. 

Mr. TANNER. Mr. Heller, you are recognized. 

Mr. HELLER. Thank you, Mr. Chairman. And I want to thank 
the panel for your patience. Running back and forth between the 
forth, at least I get some exercise. Anyway, thank you very much 
for being here, and I appreciate your comments. 

One of the things that intrigues me as we go through this con- 
versation and one of the things that I would like to raise is a ques- 
tion that I am constantly asked by my constituency back in Nevada 
and that is what would happen if Members of Congress had to live 
with the same health care system that everybody else has to live 
by? 

And I will assure you there is a great divide on this side here, 
of us sitting in front of you and everybody else out here in this 
room. There are people here in this room and in this audience that 
do not have the health care options that Members of Congress, 
whether it is the House or the Senate, have, and I believe that if 
we are going to go forward with this exercise, regardless of what 
plan ends up at the end of the day, that we ought to, if we are in- 
tellectually honest, ought to require Congress to live by those same 
provisions. Is there anybody on this panel that disagrees with this? 

[No response.] 

Mr. HELLER. Having said that, and again I think that is critical 
as we move forward in this debate is to make sure that Members 
of Congress, as they move forward on this, understand what their 
constituents have to live with. 

Now, I want to go to you. Dr. Gratzer. In fact, I had a question 
for Secretary Sebelius, who was sitting right where you were a 
month or so ago, and I was talking about my district. And this 
could be rural America as much as rural Nevada, I have a very 
large district and talked about access to health care and the cost, 
and my question to her is would a public health care plan solve ac- 
cess and cost? Her response to it was, “I do not think anyone is 
talking about a government-run program.” She also went on to say 
that, “I think the goal with this legislation is to have most Ameri- 
cans without health coverage in a health insurance exchange run 
by the private market to stabilize the current private market.” 

So, doctor, based on the draft we have in front of us today, I am 
pretty sure someone in Washington has a government-run health 
care in mind. Do you think this bill reflects a respect for the power 
of the private market as Secretary Sebelius envisioned? 

Dr. GRATZER. No. Would you like me to elaborate? 

Mr. HELLER. Would you, please? 

Dr. GRATZER. I was going to rest on the eloquence of my re- 
sponse. 

[Laughter.] 
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Dr. GRATZER. Again, I believe in competition, and I think that 
we should be very mindful of the fact that the system works well 
when we do have competition. The Federal Employee’s Health Ben- 
efit Plan has actually kept costs relative to other types of health 
insurance down. I think most Members of Congress are very 
pleased with the literally hundreds of options they have available. 

I belong to a think tank in New York, we have a choice of exactly 
one plan. So I think there are things to learn from that approach, 
but I also think we must be very cautious about this concept of en- 
hancing competition with a government plan. The government plan 
is in fact price controlled. It will offer substantially lower premiums 
than anyone else can offer because it is paying a fraction of the 
amount, as Medicare presently does. 

Mr. HELLER. Sure, similar to what we have in Congress now as 
Members? 

Dr. GRATZER. And I think it will suck away from the private 
sector. So I think one must be very cautious about a public plan 
option. But I do think one can learn from what Members of Con- 
gress have, that you have many options available and that is use- 
ful, and the question is how do you get that to Americans who are 
too often available — have available just one choice of plans? 

Mr. HELLER. Doctor, I know that you have looked at health care 
systems around the world, could you touch on survival rates, point 
out some of the statistics that might help this Committee, survival 
rates of patients in America and other nations? 

Dr. GRATZER. Sure, look, comparing one system to another is 
enormously challenging and crude. Mr. Becerra, your colleague for 
instance, infant mortality rates. Unfortunately, as you know, a lot 
of health has to do with things other than health care. Infant mor- 
tality statistics would be a wonderful example of that. It turns out 
that in America the group with the best health infant mortality 
rates are Hispanic Americans. They also have the least access to 
health insurance and in fact are most likely to birth outside of a 
hospital. I am not advocating births outside of hospitals. What I 
am advocating and suggesting is that one must be cautious. Other 
factors, drug use, family structure, and so on has enormous weight. 

So what are better ways of comparing systems than just saying 
infant mortality statistics? I would suggest looking at how people 
fair with different diseases, like cancer survival rates. Lancet On- 
cology as an example, compared American survival rates to Euro- 
pean survival rates. Sixty-six percent versus 44 percent survival 
rates over 5 years. American medicine is second to none. We have 
problems here but do not lose the good. 

Mr. HELLER. Thank you very much. I know my time has run 
out, but I just want to reiterate that I think it is critically impor- 
tant that we make sure Members of Congress live by whatever 
plan comes out of here. And I would challenge the leadership on 
this Committee to see fit that the necessary provisions are put into 
this bill so that Members of Congress and our constituents live 
with the same health care programs across this country. 

Thank you, Mr. Chairman. I yield back. 

Mr. STARK [Presiding]. Thank you. Mr. Etheridge, would you 
like to inquire? 
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Mr. ETHERIDGE. Thank you, Mr. Chairman. Let me join the 
others in thanking you for being willing to stay this long and stay 
in your seats. I know it has been tough, so we appreciate it. 

There has been talk here about all the issues that we have to 
deal with, and it is a complicated issue. Whether people want to 
call it waste, fraud and abuse, whatever you want to call it, it is 
savings within the system, and we have to get it out because that 
will provide for more care, more quality care. I cannot imagine any 
person sitting on this panel, or hopefully not any Member of Con- 
gress, would be opposed to doing that. So I hope this bill is a start 
in that direction. 

It is a draft, it is not perfect. It probably will not be perfect after 
it gets through the House and through the Senate, but I happen 
to remember something that Confucius said, he said, “The longest 
journey starts with the first step,” and if you are always fussing 
about where you can go, you will never get anywhere, so you have 
to get started. And so at least the process has started and the dia- 
logue is in place. 

And I think the President is right saying that this is the time 
to talk about it. He said that if you like the plan you got, you keep 
it, you choose your own doctor, you do that and that the timing is 
right. I think the quality of care is a critical issue and you only 
worry about that if you get sick. If you are not sick, you do not 
need a hospital, do not need an insurance plan and that is why 
young people a lot of times do not get one. They choose not to. And 
the quality care, access to care and certain affordability, and these 
are some of the issues we are talking about. 

Let me just tell you a quick little situation I bumped into Satur- 
day with a friend. I went up to pick up some posts, I was doing 
some work on the farm, and this guy was selling them. And I 
looked at him and I said — he said, “Well, I don’t feel well.” And I 
said, “What is your problem?” He said, “I really need to go and 
have some medical attention. Number one, I don’t have insurance.” 
He owned his farm, but he did not make enough money to afford 
health insurance, he could not afford to have the kind of care he 
needed. So as any other Member of Congress would do, he hap- 
pened to be in my district, we called, we tried to find care, and 
tried to link him up with people who do it, but a lot of that hap- 
pens. The point is that ought not be the way people have to get 
care. So my question is that if you have care in a lot of cases, and 
in some places depending on where you are, if you live in a rural 
area, you are less likely to have access as you have already heard 
because primary care is very difficult, people have figured out the 
way we reimburse, and we have to change that, and I hope we do 
it in this legislation. 

But let me ask a question to you, Ms. Pollitz, because, as you 
know, insurers, and you mentioned this earlier in your testimony 
or in answer to a question, rescinding health insurance policies if 
the policyholder has lied or concealed information from his or her — 
on his or her application. Okay, we understand that, that makes 
sense. But in a number of cases, in testimony even before this — 
not before this Committee but before other Committees, on June 
17th, it was reported that three major insurance groups went be- 
fore a Committee and admitted and said they were going to keep 
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doing it for people because they were sick. It reminds me if I have 
fire insurance and my house burns down, I expect the insurance 
company to pay it unless I set it on fire myself And what they are 
saying is if you have a fire, you can pay your fire insurance as long 
as you do not have a fire. But if you have a fire, you are out of 
luck because we are going to cancel your plan or you are going to 
court. Well, we are saying the same thing with insurance, aren’t 
we? Isn’t that the same kind of thing we are talking about, if you 
get sick and you are really in bad shape, you have a policy, where 
you have a condition that stretches out, you have cancer, you have 
liver disease, you have a number of things, that bothers me. I don’t 
know if we can fix it all but certainly — if you are going to be in 
the business of insuring, if you only choose people that are healthy, 
you are going to make money and you are not going to pay much 
out. 

I would be interested in — I know these people are smart, I want 
them to make money, but at the same time I don’t want them to 
discriminate against sick people, especially if they are people I rep- 
resent. 

Ms. POLLITZ. You are absolutely right. Congressman, and I was 
at the hearing, at the table with the executives when they said 
they would not cease to practice. And Mr. Barton, the Republican 
leader, said to them, “You do not have a friend in this room.” One 
of the witnesses was a constituent of his who was a nurse, she had 
purchased a policy, she had paid her premiums, she was diagnosed 
with cancer, and at one point investigated, re-investigated — every- 
thing that they had investigated previously when she applied, they 
investigated again with a fine-tooth comb and they found that she 
had failed to disclose a visit to a dermatologist for what turned out 
to be acne and on that basis they took her policy away. And Mr. 
Barton fought them until they put it back. And there were other 
witnesses with similar stories and it is a common practice. 

The executives testified that they maintain lists of as many as 
1,000 to 2,000 different conditions and as soon as a claim comes in 
on one of those conditions for a new policyholder, that will trigger 
the post-claims underwriting process. 

And I think it is important that the draft legislation makes extra 
clear, I think it is already illegal under current legal, but makes 
extra clear that policy rescission would not be permitted any 
longer. 

Mr. ETHERIDGE. Thank you. Thank you, Mr. Chairman. I yield 
back. 

Mr. STARK. Mr. Yarmuth. 

Mr. YARMUTH. Thank you, Mr. Chairman. I hate to spend any 
of my time on this subject but we now have had four votes since 
we convened this hearing this morning. All four were motions by 
the Minority to adjourn the House in a dilatory effort to just gum 
up the works so that we cannot accomplish what we are trying to 
do for the American people. I was not here when we were in the 
Minority, maybe my party did the same thing, but I consider it, 
and I know many of my colleagues and the Republicans consider 
it disrespectful to the American people. So I hope who is watching 
would take the opportunity to call their Representative and urge 
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the Republican leadership to let us get about the business of the 
American people. 

Now, with that being said, Dr. Gratzer, how many countries are 
there in the world? 

Dr. GRATZER. Oh, if you looked at my geography marks back 
in high school, you would know I am not 

Mr. YARMUTH. About 190, give or take one or two. How many 
of those countries have some kind of a health plan, do you know? 
They said you studied these. 

Dr. GRATZER. Well, I have studied Western Europe and the 
United States and Canada, I could not comment on Africa and 
Asia. 

Mr. YARMUTH. Okay, well, let’s just limit our discussion to the 
industrialized nations. How many of the industrialized nations in 
the world have some form of government single payer health care? 

Dr. GRATZER. Many. 

Mr. YARMUTH. Most, if not all but this country, is that correct? 
Are you aware of any that do not? 

Dr. GRATZER. Well, it depends on what you mean by single 
payer. I mean if you think if you take it more broadly to include 
social insurance, all except the United States. 

Mr. YARMUTH. Thank you, that was the answer I was looking 
for. 

Dr. GRATZER. There you go. 

Mr. YARMUTH. Are there instances in which government single 
payer health care co-exists with private insurance? 

Dr. GRATZER. Yes, in most countries. Canada would be excep- 
tional. 

Mr. YARMUTH. Canada is the exception, so what you and other 
opponents of the public option have chose to do is single out Can- 
ada as the one example, even though it is an outlier of the sup- 
posed plans that we are trying to model. Is there anything else that 
we have modeled other than hockey that we have tried to take 
from the Canadians? 

Dr. GRATZER. I would point out that while you have tried to 
model hockey 

Mr. YARMUTH. We have tried to model hockey. 

Dr. GRATZER [continuing]. Canadians still have the advantage. 

Mr. YARMUTH. I concede that. 

Dr. GRATZER. Well, I was going to 

Mr. YARMUTH. No 

Dr. GRATZER [continuing]. But hold on a second, sir. I think it 
is important to draw lessons, and I see your point that Canada is 
a bit of an outlier. I would point out though if you look at countries 
like Britain or Sweden, while they have the option of private insur- 
ance, those markets remain incredibly small because they got 
crowded out and the problems 

Mr. YARMUTH. What about Germany? 

Dr. GRATZER. Germany has a social insurance policy that is 
tightly regulated by the government. As you know, Erance has a 
similar one. 

Mr. YARMUTH. But there is also a private insurance market, 
health insurance market in Germany, isn’t there? 
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Dr. GRATZER. And in Canada, I should point out, you can opt 
out as well. You cannot buy private insurance but you can opt out 
and buy private service. 

Mr. YARMUTH. So the point is we have the opportunity to fol- 
low any number of models, to do none of them, to create something 
that is distinctly and uniquely American, don’t we? 

Dr. GRATZER. I think that that would be a good thing, but I 
would be cautious about 

Mr. YARMUTH. I am glad you 

Dr. GRATZER [continuing]. In Washington given the way gov- 
ernment expansion has gone in other countries. 

Mr. YARMUTH. I am glad you applaud our effort. Now, I want 
to get to this issue of 120 million people who would move from a 
private plan to a public option supposedly, the Lewin Report. Was 
the Lewin Report based on an analysis of the discussion draft that 
we have before us now? Does anybody want to comment. Dr. 
Holahan? 

Mr. HOLAHAN. Yes, I would. No, it was done before this draft 
came out obviously, but there were a lot of assumptions in there 
that got them that high a number. There were no exchanges. They 
made a big assumption about the difference in administrative 
costs. They assumed that the plan would pay Medicare rates as op- 
posed to Medicare plus something. 

And there were some other issues that I cannot recall, but it 
was — oh, one of the things that I think was very important is that 
they assumed the private system would not respond at all to com- 
petition from the public. 

Mr. YARMUTH. Right, so it is fair to say that that analysis and 
that projection has nothing to do with the document that is before 
us? 

Mr. HOLAHAN. It does not. 

Mr. YARMUTH. When the representative from the Lewin Group 
was here, he mentioned the same thing, he said 70 something per- 
cent of the American people are happy with their insurance, and 
they prefer to get it from their employer. And yet he also said that 
120 million people would move. And I asked the question of him, 
“Well, if they love their plans so much, why would they move?” And 
he said, “Because it would be cheaper.” Is that your assessment. 
Dr. Gratzer, that that is why they would move because it would be 
cheaper? 

Dr. GRATZER. That is the way it was designed. That is Jacob 
Hacker’s original analysis, sure. 

Mr. YARMUTH. Is it your contention or is the implication of that 
that all insurance companies do is compete on the basis of cost, this 
was a point that was actually made by Mr. Blumenauer and oth- 
ers? 

Dr. GRATZER. Of course not. 

Mr. YARMUTH. Of course not? 

Dr. GRATZER. Of course, there are also quality issues for sure. 

Mr. YARMUTH. Right. And if it were just a matter of cost, then 
the implication would be that the insurance companies are basi- 
cally overcharging. If the government could create a plan that 
would provide the same service for less money, then the implication 



98 


would have to be the inference that the insurance companies were 
overcharging. 

Dr. GRATZER. No, the implication is that the Federal Govern- 
ment does not play fair in price controls. 

Mr. YARMUTH. How would the government be able to price con- 
trol? There is nothing in this bill that forces a doctor to participate, 
is there? 

Dr. GRATZER. As with Medicare, one sees that price controls 
can have an enormous impact and you can provide cheaper insur- 
ance. Be careful what you wish for. 

Mr. YARMUTH. My time is up, Mr. Chairman. Thank you. 

Mr. STARK. I know the panel does not believe this, but I think 
we have concluded. And I cannot thank you enough for your pa- 
tience and discomfort of sitting so long as we have leaned on you 
for help and information and it is helpful. I know that many peo- 
ple, so I can excuse the panel. 

I just would summarize that there will be lots of changes be- 
tween now and the middle of July when we start to mark up and 
know more about the costs than we do now, but I appreciate your 
indulgence and your help. 

And if the second panel has not escaped, I would ask them to 
come forward if they are still here. Mr. Kirsch, who is the National 
Campaign Manager of Health Care for America NOW; Mr. Mike 
Draper, who is the owner of SMASH from Des Moines, Iowa; Peter 
Lee, the Executive Director for National Health Policy, Pacific 
Business Group on Health from San Francisco; Mr. Gerald Shea, 
who is the Special Assistant to the President of the AFL-CIO; Ms. 
Jennie Chin Hansen, who is President of AARP; and Mr. Randel 
K. Johnson, who is the Senior Vice President for Labor, Immigra- 
tion and Employee Benefits for the U.S. Chamber of Commerce. 

Get a nice soft seat. I would also as you are getting settled sug- 
gest that we may have interruptions from time to time for votes, 
but I know that all of the Members have received your prepared 
testimony, and I know that they have prepared questions from 
that. And while they will be interested in hearing a summary of 
that, it is obvious that many of them are not here. I hope you will 
forgive our formalized procedures. We will ask you to summarize 
your testimony, and we will get through that. We will start to give 
the Members a chance to inquire, which will I think elicit a lot of 
information that will help us as we move ahead with this proposal. 

I am looking to say with us and so we are missing Mr. Shea. He 
will be back, okay. Mr. Kirsch, would you like to proceed since you 
are first on the list? 

STATEMENT OF RICHARD KIRSCH, NATIONAL CAMPAIGN 
MANAGER, HEALTH CARE FOR AMERICA NOW! 

Mr. KIRSCH. Yes, I would. Thank you very much. Chairman 
Stark and Members of the Committee for your patience this morn- 
ing as well as ours. 

My name is Richard Kirsch. I am the National Campaign Man- 
ager of Health Care for America NOW, which is a coalition of more 
than 1,000 organizations in 46 States that are committed to spe- 
cific principles to provide a guarantee of quality, affordable health 
care for all. Those principles have been endorsed in writing by the 
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President of the United States and 196 Members of Congress, in- 
cluding 176 Members of the House of Representatives from both 
parties. 

I am so pleased to join you this morning because the legislation 
you have drafted meets those principles; it would deliver on the 
promise of quality, affordable health care for all in a health care 
system that is retooled to deliver better quality at lower cost. You 
have done so in this unique, tri-committee process that recognizes 
the urgency and historic imperative of this issue. 

Our current health care system is a huge stumbling block to the 
American dream. No matter how hard we work, or make respon- 
sible choices for ourselves and our families, our health care system 
often gets in the way. For too many families, one serious illness 
can mean financial disaster, as medical costs contributed to more 
than three out of five personal bankruptcies, and most of those 
were people with insurance. And even those with good insurance 
have limited choices and dreams deferred in our system because if 
you want to look for a new job, start that new business, retire at 
59, you are trapped because you will not be able to get affordable 
coverage — if you can get coverage at all. 

And of course, so many working families cannot get coverage at 
all. Neither can many small businesses — that other engine of the 
American dream — who want to do the right thing for their employ- 
ees, but cannot as health care premiums skyrocket every year. 

The good news is that we can fix what is wrong with the system 
with a uniquely American solution. For those who say we cannot 
do this, it is too complicated, it is too much to take on, it’s too much 
at once, your legislation is proof positive that yes we can. 

As Americans begin to pay attention to the health care debate, 
they are asking what does this mean to me? Here is how I would 
explain to people how this works and how your legislation will 
make their lives better. 

First, if you have good health coverage at work, you can keep it. 
But there will be two important changes. Under your legislation, 
you will no longer have to worry about your coverage at work get- 
ting skimpier every year, or your employer taking a bigger chunk 
each year out of your paycheck. Your employer coverage will not 
be barebones. It will cover most of your health care. It will not stop 
paying if you get seriously ill. Your job will pay for a good share 
of coverage for you and your family. One more thing, whatever job 
you take, you will have good health care. That is because all em- 
ployers will either provide coverage or help pay for it. 

Now, if you do not get health coverage at work, you work several 
part-time jobs, you are self-employed, an early retiree, or simply 
out of work, you will now be able to get good, affordable coverage. 
You will not be turned down because of a preexisting condition or 
charged more because you have been sick or you are a woman of 
childbearing age. You can still be charged more if you are older, 
but only so much. 

And how much will it cost you? That will depend on your earn- 
ings, the size of your family, the assistance for low-, moderate-, and 
middle-income families. 

You will go to get insurance in a new marketplace, called an ex- 
change. In the exchange, all plans will have a decent level of bene- 
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fits and play by the same rules. And no matter which plan you 
choose, your out-of-pocket costs will be limited; no more cata- 
strophic medical bills. 

You will have a choice of the new public health insurance plan 
too, so you will not be limited to the same private insurance compa- 
nies that have a record of denying and delaying care while they 
raise premiums three or four or five times as much as wages. 

As the President says, there are two reasons for the choice of a 
public health insurance plan. The first is to lower costs from a plan 
that does not pay the average CEO $12 million a year, or have sky- 
high administrative costs. The mission of the public health insur- 
ance plan will deliver the kind of delivery system changes we need 
to innovate, provide better value and invest in our communities 
and make real progress in eliminating the barriers and disparities 
and access to services we experience today. 

The second reason the President says we need a public option is 
to keep the insurance companies honest. The 93 percent of Ameri- 
cans who do not trust private insurance companies know that no 
matter how much we regulate them, their first order of business, 
actually their legal fiduciary responsibility to the shareholders is to 
make a buck. When they pay for someone’s costly care, their profits 
go down. 

This legislation also answers the crying needs of small busi- 
nesses for affordable coverage. By offering tax credits and allowing 
small businesses to enter the exchange, it gives them the advan- 
tage of a large pool and lower costs. 

Your legislation does a great deal more for the poorest through 
Medicaid and for seniors on Medicare to address the lack of pri- 
mary care providers and disparities in access to health care. 

Are there ways we would improve on this draft? There are, al- 
though not a great number. And we will detail them in our written 
testimony and I can suggest some today if you would like. 

I would like to conclude by asking you to keep in mind one ques- 
tion over the coming weeks, as you hear from a myriad of interest 
groups complaining about this and that. It’s the question your con- 
stituents will ask at the end of the day: Will I have a guarantee 
of good coverage that I can afford? 

The draft legislation you have presented answers with a resound- 
ing yes. And if the answer remains yes, next fall when you send 
a bill to the President for his signature, you will have done your 
jobs. And in doing so, made history. 

Thank you. 

[The prepared statement of Mr. Kirsch follows:] 

Prepared Statement of Richard Kirsch, 

National Campaign Manager, Health Care for America NOW! 

Good morning, Chairman Rangel, Chairman Stark and Members of the Com- 
mittee. My name is Richard Kirsch. I’m the National Campaign Manager of Health 
Care for America NOW, a coalition of more than 1,000 organizations in 46 States 
that are committed to specific principles to provide a guarantee of quality, afford- 
able health care for all. Those principles have been endorsed in writing by the Presi- 
dent of the United States and 196 Members of Congress, including 176 Members 
of the House of Representatives from both parties. 

I am so pleased to join you this morning because the legislation you have drafted 
meets those principles; it would deliver on the promise of quality, affordable health 
care for all in a health care system that is retooled to deliver better quality at lower 
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cost. You have done so in this unique, tri-committee process that recognizes the ur- 
gency and historic imperative of this issue. 

Our current health care system is a huge stumbling block to the American dream. 
No matter how hard we work, or make responsible choices for ourselves and our 
families, our health care system often gets in the way. For too many families, one 
serious illness can mean financial disaster, as medical costs contributed to more 
than three out of five personal bankruptcies, and the great majority of those are 
people who are insured. Even having good insurance limits choices and defers 
dreams. Want to look for a new job, start that new business, retire at 59? Trapped 
because you won’t be able to get affordable coverage — if you can get coverage at all. 

And of course, so many working families can’t afford coverage at all. 

Neither can many small businesses — that other engine of the American dream — 
who want to do the right thing for their employees, but can’t as health care pre- 
miums skyrocket every year. 

The good news is that we can fix what is wrong with the system with a uniquely 
American solution. For those who say we can’t do this, it’s too complicated, it’s too 
much to take on, it’s too much at once, your legislation is proof positive that yes 
we can. 

As Americans begin to pay attention to the health care debate they are asking 
what does this mean to me? Here’s how I would explain to people how this works 
and why it will make their lives better. 

If you have good health coverage at work you can keep it. But there will be two 
important changes. Under your legislation, you will no longer have to worry about 
your coverage at work getting skimpier every year, or your employer taking a bigger 
chunk each year out of your paycheck. Your employer coverage will not be 
barebones. It will cover most of your health care. It won’t stop paying if you get seri- 
ously ill. Your job will pay for a good share of coverage for you and your family. 

One more thing, whatever job you take, you’ll have good health care. That’s be- 
cause all employers will either provide coverage or help pay for it. 

If you don’t get health coverage at work, you work several part-time jobs, are self- 
employed, an early retiree, or simply out of work — you’ll now be able to get good, 
affordable coverage. You won’t be turned down because of a preexisting condition 
or charged more because you’ve been sick or you’re a woman of childbearing age. 
You can still be charged more if you are older, but only so much. 

How much will it cost? The amount you pay will be based on your earnings and 
the size of your family, with assistance for low-, moderate- and middle-income fami- 
lies. 

To get insurance you’ll go to a new marketplace, called an exchange, one-stop 
shopping for health coverage. All plans will have a decent level of benefits and play 
by tbe same rules. No matter which plan you choose, your out-of-pocket costs will 
be limited; no more catastrophic medical bills. 

You’ll have a choice of a new public health insurance plan too, so you won’t be 
limited to the same private insurance companies that have a record of denying and 
dela 3 dng care while they raise premiums three or four or five times more than 
wages. 

As the President says, there are two reasons for offering the choice of a public 
health insurance plan. The first is to lower costs from a plan that doesn’t pay the 
average CEO $12 million a year, or have sky-high administrative costs. The mission 
of the public health insurance plan will be to drive the kind of delivery system 
changes we need to innovate, provide better value and invest in our communities’ 
health. A plan that will inject competition into the 94% of markets in this country 
that are anti-competitive under Department of Justice standards. 

The second reason the President says we need a public option is to keep insurance 
companies honest. The 93% of Americans who don’t trust private insurance compa- 
nies know that no matter how much we regulate them their first order of business — 
actually their legal, fiduciary responsibility to their shareholders — is to make a 
buck; when they pay for someone’s costly care, their profits go down. 

An additional reason for the public health insurance plan is to ensure that we 
make real progress in eliminating the barriers and disparities in access to needed 
services that are too often experienced today. 

Poll after poll shows strong support for the choice of a public health insurance 
plan. This Sunday the New York Times/CBS poll found that 72% of those polled 
support “offering everyone the choice of a government-administered health insur- 
ance plan — somewhat like the Medicare coverage that people 65 and older get — that 
would compete with private health insurance plans,” including half of the Repub- 
licans, three-fourths of the independents and nine out of ten Democrats. 
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This legislation also answers the crying needs of small business for affordable cov- 
erage. By offering tax credits and allowing small businesses to enter the exchange, 
it gives them the advantage of a large pool and lower costs. 

To the question of how we will pay for this, you have said with shared responsi- 
bility: Individuals responsible for what they can afford, employers responsible for 
paying for more affordable coverage. Government will fulfill its responsibility by 
achieving savings in the system and by raising new revenues that you will soon de- 
tail. In doing so, we would urge you to raise revenues from those who can most af- 
ford it and by closing Wall Street and corporate loopholes. Not by taxing the health 
care benefits of those who still are fortunate enough to have good insurance. 

Your legislation does a great deal more, for the poor through Medicaid, for seniors 
on Medicare, to address the lack of primary care providers and the disparities in 
access to health care. 

Are there ways we would improve on this draft? There are, although not a great 
number. We will detail them in our written testimony and I’d be glad to discuss 
some suggestions during the question period. 

I’d like to conclude by asking you to keep in mind one question over the coming 
weeks, as you hear from a myriad of interest groups complaining about this and 
that. It’s the question that your constituents will ask at the end of the day: Will 
I have a guarantee of good coverage I can afford? 

The draft legislation you’ve presented answers with a resounding yes. And if the 
answer remains yes next fall when you send a bill to the President for his signature, 
you’ll have done your jobs. And in doing so, made history. Thank you. 


Mr. STARK. Thank you. And, Mike Draper, the owner of SMASH 
from Des Moines, would you like to proceed? Is your microphone 
on? 

Mr. DRAPER. Yes. 

Mr. STARK. Okay. 

STATEMENT OF MIKE DRAPER, OWNER, SMASH, 

DES MOINES, IOWA 

Mr. DRAPER. I may he a little nervous. This is my first time 
speaking to so many empty leather chairs. 

[Laughter.] 

Mr. DRAPER. As I look through this list, I am probably the only 
person who is not recognizable with the organization I am from, 
and so I thought maybe I would start with explaining exactly who 
I am and how I got to be here. 

I own a store called SMASH. I am 26 and SMASH is a clothing 
store and screen printing shop located in beautiful downtown Des 
Moines. So essentially I am the token Main Street guy, the “Mike 
Six Pack,” if you will. 

I grew up in a small town in Iowa, studied history at the Univer- 
sity of Pennsylvania, then moved to the United Kingdom where I 
married a girl from London, who was more than surprised when 
I decided to move back to Iowa and start a screen printing retail 
store, not just for the fact that she had to move from London to 
Des Moines but for the fact that I had no experience in retail, de- 
sign or screen printing. And the closest I had come at Penn to a 
formal business education was a macroeconomics class, which I 
dropped after getting 42 percent on the supply and demand test. 

I started the company at the bottom, printing shirts and selling 
them out of a bag on the street or on college campuses. While I was 
selling shirts on the street in Union Square with other vendors, I 
thought to myself, “Well, it is true. You really cannot do anything 
with a history degree.” But I worked constantly and set up a 
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website in 2004 and then opened SMASH in 2005 as an 1,100 
square foot retail store by myself and grossed $90,000 the first 
year. Now, 4 years later, the store has 4,200 square feet, 12 em- 
ployees, and we will gross over $1 million this year, having been 
featured in the New York Times twice, NPR twice and several 
other national publications. 

Along the way, I got the business education I needed. I have had 
to figure out business strategy, management, bookkeeping but 
health care has proved probably the most frustrating. In 2007, 
after 2 years of being uninsured, I bought an individual policy and 
felt like I was one of the “chosen few.” And my insurance epiphany 
probably came when I had a minor surgery and weeks later was 
sent a bill for $347 for miscellaneous hospital charges. I started to 
wonder what would happen if I started sending out customers $347 
miscellaneous T-shirt charge bills after I got done. But that is kind 
of the introduction of the system does not work on a market and 
it did not make sense. 

And you guys probably know most of the problems as well as I 
do but the solution is a lot trickier. I think the bill that everyone 
has come up with here is a pretty good start. I think the exchange 
addresses a lot of those problems with general regulation, better 
pricing, transparency and coverage rules. But in my opinion com- 
petition is always more effective than just regulation and the pub- 
lic option is the only option strong enough to compete with the pri- 
vate sector. 

Now, when I hear “public option,” I do not hear “free option.” I 
am not here asking for free health care, a government handout. I 
am asking for rational health care. As a businessowner, I would 
gladly pay 8 percent of my payroll into a public option since that 
would give me two things: One, peace of mind that my employees 
would be covered by something backed by the government; and, 
two, more importantly, an ability to accurately budget per year my 
company’s health care expenses. Right now, my premiums and bills 
will fluctuate between 6 percent and 22 percent of payroll in any 
given year. An expense that large and unpredictable is what drives 
companies out of business, not a tax that they know they have to 
pay at the beginning of the year. 

Now, it may sound strange that I would be willing to pay a new 
tax but rest assured I am not a socialist. I am not here trying to 
undermine capitalism. Rather, the small mountain of money I send 
to you guys several times a year does not make me clamor for more 
government, but the unsustainable cost of my current health cost, 
the one thing that could probably ruin the company, makes me 
clamor for an actual option. 

The public option is less intrusive to me since I would have the 
option. I could take the public plan or I could take the private plan. 
With simply doing the exchange or by simply regulating the mar- 
ket, it seems like bigger government. You could have new rules, 
possibly required health care, some subsidized by the government, 
meaning that my tax money would go to subsidize some people’s 
money going to the private insurance industry. On the other hand, 
my private money has to go to that same private insurance indus- 
try. Now, even somebody who has dropped out of macroeconomics 
says that that is a kind of frustrating thing to deal with. 
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I understand that the issues are complex. Insurance blends tech- 
nical problems with ideological differences and many of the details 
of the plan really can only emerge when it is functioning, making 
these details impossible to know now, such as how many people 
will take the public plan, if rates will actually go down. 

But not knowing every detail of the future should not stop us in 
the present from working for a better one. And something needs to 
be done for the future of small business health care. We should not 
lose sight of the fact that this is one of the few countries where 
somebody like me can start a business with no business knowledge 
and succeed. And while you guys cannot legislate entrepreneurial 
spirit, you can help to take down some of the hurdles impeding en- 
trepreneurs from starting companies. Right now, health care is one 
of the biggest hurdles to either entrepreneurs trying to start com- 
panies or existing companies staying in business. And I think the 
public option is our best option for taking care of that. 

Thank you. 

[The prepared statement of Mr. Draper follows:] 

Prepared Statement of Mike Draper, Owner, SMASH, Des Moines, Iowa 

Chairman Rangel, Ranking Member Camp and Members of the Committee, thank 
you for inviting me to be here today and to testify on behalf of my business and 
small businesses across Iowa. 

My name is Mike Draper. I am 26 and own and operate SMASH, a clothing store 
and screen printing/design shop in beautiful downtown Des Moines, Iowa. 

Although I grew up in a small town outside of Des Moines, even the 21-year-old 
me never would have guessed that the 26-year-old me would be back in Iowa living 
and working. I left the State for the east coast at 17 to study history at UPenn in 
Philadelphia, I spent a year and a half living in the UK and Germany, and in the 
UK I met a girl from London who I would convince to marry me. 

And let’s just say that of all the people who were surprised I was moving back 
to Iowa, she and her parents were definitely in the top 5. 

More surprising was that I wanted to run a clothing store and screen printing 
shop. I had no experience in design, in printing, or in retail clothing, but I always 
say that if I had ever actually stopped to analyze my situation, I never would have 
started the business I started. 

After I graduated, I lived with friends while I traveled around selling shirts out 
of a bag on college campuses and busy street corners. One day selling shirts in 
Union Square I began to worry that what I had heard from so many people was 
true: You really can’t do much with a history degree. 

But I worked constantly. I built a website to sell shirts. I bought screen printing 
equipment. And I realized that my home State of Iowa offered the affordable space 
and the niche market I needed to succeed. 

So in 2005 I moved back and opened a 1,100 square foot retail and printing space 
by myself and I grossed about fe0,000 in sales. Now, 4 years later, SMASH has 
4,200 square feet, a dozen employees, and will gross over $1 million in sales this 
year. 

Like many businessowners, I have realized that business is often less about the 
idea, and more about finding solutions to the constant problems that come from 
dealing with other humans. The closest I ever came to a formal business education 
was a macroeconomics class that I dropped after getting a 42% on my first test that 
only covered supply and demand. But even without business training I have suc- 
cessfully maneuvered my way through small business taxes, building codes, trade- 
mark law, even immigration issues for a web designer from Denmark who went to 
college in Des Moines and now works at SMASH. 

But health care has always confounded me. 

SMASH and the Challenges of Health Care 

Right after college, while I traveled and sold t-shirts, I went without health insur- 
ance. When I bought an individual policy in 2007, after 2 years of being uninsured, 
I thought I had become part of the chosen few, the insured. But my “insurance 
epiphany,” when I realized how odd our system is, came weeks after a minor sur- 
gery, when I got an unannounced $347 bill for “miscellaneous hospital charges.” 
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I laughed when I opened it, imagining what would happen if I started mailing 
out bills that said, “miscellaneous t-shirt charges” to customers weeks later. 

It dawned on me how little my individual policy covered: High deductible, high 
drug costs, no free doctor’s exams. But there was nothing else I could afford. 

As SMASH added more employees, there were now more people inheriting my sit- 
uation. As young moderns, none of us want to be tied to a corporate policy — we 
would rather have a flexible plan we can travel with. And so all of the employees 
at SMASH have individual policies that the company pays for. 

This most basic coverage makes up 8% of our gross payroll. 

What alarms me is that this is the most elementary coverage offered by our pro- 
vider, Wellmark, and is really only intended to provide the most basic coverage in 
case of catastrophic accidents. 

If SMASH were to try and provide our employees with full family coverage, our 
costs would balloon to about 22% of our gross payroll, and still we would have plans 
inferior to those plans of larger companies. 

I can’t run away from the cost of health care, either for myself, my family, or my 
employees. The way we do things now, where responsible employers offer coverage 
and others don’t, creates an incredibly uneven pla3dng field. I’d much rather be part 
of a system where all employers are contributing a fair share, instead of this game 
of shifting costs that we’re playing today. Small businessowners like me are willing 
to contribute — 73% said so in the Taking the Pulse of Main Street survey conducted 
by the Main Street Alliance last year. 

Once my wife took a job as a nurse, I moved my insurance to her family plan, 
but with our family growing, it becomes more likely that my family plan will soon 
go through SMASH. And as the SMASH employees age and add families, the 22% 
cost becomes more and more likely. 

I have seen being uninsured, being underinsured, now being “fully” insured under 
my wife’s plan, and I’ve spent over a year living under the UK’s national health. 
I’m as aware of the problems in each as everyone here is. 

Big Steps in the Right Direction 

The solution is much trickier, but I think the draft bill released by this Committee 
last week is a great start. The “Exchange” seems to address the need for basic regu- 
lation, transparent pricing, and coverage rules. It points out the major holes in our 
current system and gets to the heart of the matter: That we need competition. The 
Exchange will provide a more competitive, transparent marketplace that will offer 
real choices for individuals and small businesses. In the Exchange, we will actually 
be able to compare the insurance plans being offered because the benefit packages 
will be standardized and the differences in the plans will be disclosed. 

I’m also happy to see the provisions in the draft legislation to reform insurance 
practices to prohibit discriminatory coverage and rating policies. These changes are 
long overdue — I wish it wasn’t necessary for the Federal Government to step in and 
pass laws to get insurers to stop these unfair practices, but if that’s what it takes 
then I support you taking action as quickly as you can to put them in place. Re- 
forms that prohibit exclusions based on preexisting conditions and discrimination in 
benefits, require plans to meet minimum medical loss ratios, do away with annual 
and lifetime limits on coverage and cost-sharing for preventive care, limit unfair rat- 
ing practices, provide for guaranteed issuance and renewal of policies, and assure 
the adequacy of provider networks will go a very long way to creating a sane mar- 
ketplace where policies are worth their premiums and where individuals and small 
businesses can be smart shoppers for the health care coverage they need. 

By creating a Health Insurance Exchange, the bill makes it possible for small 
businesses to have the affordable option necessary for employers and individuals to 
share the responsibility of providing quality health care coverage. I like the idea of 
the “Exchange,” but in my opinion, real competition is always more effective than 
regulation alone. The public option set forth in the bill will do more than anything 
to ensure competition, and is therefore the most important component to me. Hav- 
ing a public plan that will compete toe-to-toe on a fair basis with private plans will 
guarantee that even in local insurance markets dominated by one or two private in- 
surers, we’ll have real choices and the leverage that comes from being able to vote 
with your feet and take your business elsewhere if you can’t get the insurance cov- 
erage you need. 

I’m convinced that by encouraging real competition and restoring vitality to the 
market, a public health insurance option will really drive broad-based positive 
change in the private sector health insurance industry. According to the Common- 
wealth Fund, health reform that includes a public option has been estimated to save 
employers $231 billion over 2010-2020, and $3 trillion for the Nation. Without the 
public plan option, those savings shrink from $3 trillion to less than $800 billion: 
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We lose three-quarters of the savings. I don’t know much about budget scorekeeping 
in Congress, but it seems to me like these are savings we can’t afford to pass up. 

A public plan is also essential to encourage innovation in coverage and afford- 
ability in a competitive market. Our business has to be constantly looking for ways 
to serve customers better, more efficiently, at lower prices, and we are definitely 
driven by competition from other businesses. As a purchaser of health insurance 
coverage, I want my insurer to have to compete for my business the same way that 
I have to compete for my customers. 

I understand that the insurance issue is not only technically complicated, but also 
invites ideological differences on government involvement. But it seems to me that 
some of those differences are obscuring the real agreement on the need for a public 
health insurance plan. A number of recent polls suggest that somewhere around 
70% of the public supports the creation of a public health insurance option and from 
what I’ve seen most of the small businessowners I know agree. In the survey I men- 
tioned earlier conducted by the Main Street Alliance, 70% of the responding busi- 
nesses said they believe government should play a stronger role in guaranteeing ac- 
cess to quality, affordable health care. When asked to choose between a reform pro- 
posal with a public insurance option and one with expanded private market options, 
59% of the responding businesses chose the plan with a public option, compared to 
26% that preferred a proposal with more private market options. 

The bill also includes a phase-in of eligibility for small employers to secure cov- 
erage through the Exchange and to gain access to the public health insurance op- 
tion, with firms employing 10 or fewer workers eligible in year one and firms up 
to 20 employees eligible in year two. I realize that this phase-in is intended to be 
cautious and not create unintended consequences by moving too quickly. But from 
my viewpoint, we can’t make access to the public plan option and the other private 
plan options available too soon. I would encourage the Committee to consider accel- 
erating the phase-in for employers to gain access to the Exchange. 

Now I don’t read “public option” as “free option.” I’m not here asking for free 
health care, all I’m asking for is rational health care. 

I and other small businesses in my neighborhood are not tired of health care pre- 
miums. We’re tired of health care premiums going to companies whose sole goal is 
to turn a profit, with little or no regard for the impact of their policies and practices 
on small businesses like ours. With SMASH’S insurer, Wellmark, I know that I am 
a minute number on a long balance sheet that can be dropped or dragged through 
court. 

With a public health insurance plan option offered through the Eederal Govern- 
ment, I would have an independent Eederal agency accountable to Congress — you 
all — on my side, and a system whose goal is not to maximize profits at all costs, 
but to actually provide real health coverage that meets the needs of my business. 
Which means at this point, apples to apples, if I had to choose between paying my 
premiums to the Federal Government or Wellmark, I’d rather send my premiums 
to the government. 

It may sound strange to hear a small businessowner like me say I’d rather send 
my premium dollars to the Federal Government than to a private insurer. When it 
comes to economic issues, the pile of money I send to Washington, DC makes me 
fairly conservative. But it is this conservative streak in me that wants the competi- 
tion that a public option will bring. 

First of all, I understand that there may be additional taxes involved, but I don’t 
mind paying taxes that are well spent. Right now, however, I see my tax money 
going to pay for high-cost health care that county hospital ERs are forced to provide 
for the uninsured, while 8% of my payroll already goes toward providing only the 
most basic, catastrophic coverage for a group of employees who are all single and 
in their 20s. 

That means I’m paying for two separate yet equally inefficient systems, and even 
someone who dropped macroeconomics can see that isn’t rational. 

Second, I support the idea of shared responsibilities in the bill that require indi- 
viduals and employers to play their part in assuring that everyone has health care 
coverage. I agree with the approach of giving employers an option of providing cov- 
erage for their workers or contributing funds on our worker’s behalf. In my own 
case, I think paying 8% of my payroll to provide health insurance for my employees 
is fair, and the benefits package is likely to actually cover our health care costs with 
no preexisting condition exclusions. 

For a business, taxes are easy to take into account because they are a fairly static 
expense. What are not static are health care bills that cannot be budgeted each 
year. I have never met a business that went under because of their tax burden, but 
I meet small businesses and entrepreneurs all the time that can’t make it because 
of their health insurance burden. If extra taxes will help to stabilize the insurance 
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market and make it something I can actually depend on for care and realistically 
budget for, I am in full support. 

While 8% would not be any issue for SMASH, I’m glad to see provisions in the 
bill to establish a tax credit to help small employers bear the cost of providing cov- 
erage for their workers. A 50% credit will give a big boost to businesses with 10 
or fewer employees with average compensation of $20,000. This, too, offers a great 
deal of help in improving the health insurance options currently available to small 
businesses. 

I also understand that requiring employers to provide health insurance puts an- 
other responsibility on me, but it’s nothing new for small business. I already take 
care of withholding tax and unemployment teix for employees. If one of you came 
in to shop, I’d make sure the government got the sales tax you owed. These are the 
responsibilities that come with being at the top of the ladder. Right now, I have the 
unpleasant responsibility of knowing that the only health coverage we have is insuf- 
ficient coverage, that one catastrophic illness could not only ruin one of my employ- 
ees, but could put the entire company in serious trouble. When compared to that, 
I would gladly accept the responsibility of providing insurance coverage that I 
wouldn’t have to worry about. 

Representatives of the Main Street Alliance look forward to continuing to work 
with you to assess the interaction of the various small business related provisions 
in the bill to ensure there is affordability across the range of small businesses, 
whether they directly provide coverage for their workers or contribute to helping 
workers buy their own coverage through an Exchange. 

An American Solution 

I understand this is a complicated issue, but I think the U.S. is in a unique situa- 
tion. We could now create a public-private hybrid that could work better than any 
system in the world, one that blends the stability of a government-backed system 
with the self-regulation of a market system. 

As we step back, we shouldn’t lose sight of the fact that this is one of the few 
nations where people like me can jump into business and succeed with hard work. 
We should recognize that it is not just a free market that makes this possible, it 
is also our country’s ability to provide things like affordable public education to give 
people the tools they need to succeed in business. 

Health care is currently a huge hurdle that is often too high for would-be entre- 
preneurs to surmount, and this creates a serious drag on a major part of our eco- 
nomic engine. 

While you can’t legislate the entrepreneurial spirit, it is possible for you. Con- 
gress, to tackle the hurdles holding back many small businesses and the economy 
at large. This model of creating choice and competition is an opportunity to do just 
that. 

Adding a public option to health care would not only ensure care for the unin- 
sured, it would provide a much needed injection of energy at the front lines of our 
market economy, making it easier for young people like me to strike out on their 
own and start their own business like millions of Americans before them and keep 
our country leading and prospering in the century to come. 

Thank you. 


Mr. STARK. Thank you, Mike Draper. Next, Mr. Peter Lee, who 
is the Executive Director for National Health Policy of the Pacific 
Business Group on Health from San Francisco, California. Welcome 
and please proceed as you would like. 

STATEMENT OF PETER LEE, EXECUTIVE DIRECTOR FOR NA- 
TIONAL HEALTH POLICY, PACIFIC BUSINESS GROUP ON 
HEALTH, SAN FRANCISCO, CALIFORNIA 

Mr. LEE. Chairman Stark, Ranking Member Camp, Members of 
the Committee, thank you very much for having me here today. I 
represent the Pacific Business Group on Health, which is a non- 
profit coalition of some of America’s largest employers that buy 
health care. 
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America’s employers recognize that we need to dramatically over- 
haul the health care system. The recognition comes from the fact 
that they face challenges on a daily basis providing coverage to 
over 160 million Americans. 

We appreciate what this Committee is wrestling with, what Con- 
gress is wrestling with, and what the Administration is seeking to 
do to craft reform that will change health care and make it more 
affordable. 

There is not a single employer perspective on health reform, no 
more than there is a single American perspective on health reform. 
There are, however, some core beliefs that employers share in com- 
mon. And I have detailed those in more detail in my written testi- 
mony, but I want to go through some of those beliefs and highlight 
how they relate to the discussion draft that we are discussing 
today. 

First, employers believe that we must ensure that all Americans 
have health insurance, and we should do that by building on the 
current employer-sponsored individual and public program system. 
In many ways, the discussion draft does recognize the important 
role the employer-sponsored coverage plays in America and builds 
on that system. Having coverage for individuals for small busi- 
nesses through exchanges across the country is going to be an im- 
portant tool. With expanded coverage, employers are hopeful that 
the cost shift from the uninsured will be greatly reduced. 

Employers believe that we must address health care costs, which 
are driving individual Americans to bankruptcy, making our com- 
panies less competitive internationally, creating long-term struc- 
tural deficits that our children will have to bear. 

The discussion draft supports many of the delivery system re- 
forms that we believe are essential to reign in out of control health 
care cost while fostering quality. Among the proposals that we 
think are important are building and supporting national rules for 
a more competitive, affordable insurance marketplace for individ- 
uals and small business, developing better performance measure- 
ments for providers, changing payment and outlining incentives for 
higher quality, and expanding investments for wellness and pre- 
vention. 

In particular, the discussion draft clearly recognizes the critical 
role that payment reform must play in creating better value for 
Americans. I applaud in the inclusion of the draft a range of pay- 
ment reforms, including bolstering payments for primary care and 
changing the way we pay for care to move from volume to value. 

Part of changing payment though should include changing how 
payment decisions are made. Current payment policies for Medi- 
care are too inflexible and quite honestly susceptible to focused in- 
terest of the recipients of payment. Congress should consider cre- 
ation of a new entity with independent authority to implement 
broad direction that Congress provides. 

The discussion draft also recognizes that measuring the perform- 
ance of health care is the foundation for quality improvement, giv- 
ing consumers better tools and payment reform. Employers are 
part of a broad coalition called Stand for Quality, which makes a 
number of recommendations, many of which are in the discussion 
draft. We encourage the Committee to consider building those rec- 
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ommendations to make sure there is enough resources to develop 
new measures and to support consultative processes so when meas- 
ures are put into use, consumers, purchasers and others are at the 
table. 

Employers strongly support the discussion draft proposals to ex- 
pand our national commitment to comparative effectiveness re- 
search. Patients and consumers need better information to make 
decisions about what is right for the patient. 

The discussion draft also recognizes the need to promote wellness 
and prevention. Few issues are as close to the heart of the em- 
ployer community; we support those significantly. 

I would note that nationally there is a lot of discussion about the 
10-year bill for expending coverage of being $1 trillion or $1.5 tril- 
lion. I would point out that those are big numbers and big issues, 
but over the next 10 years, we will spend $45 trillion on health 
care. The President is right that the real number we need to look 
at is how do we reduce health care costs across the board by $2 
to $3 trillion. Your proposal includes many building blocks to put 
us on a path for reigning in costs, but we need to have mechanisms 
to measure our progress and hold both the public and private sec- 
tors accountable for reducing costs. We truly are on an 
unsustainable track in terms of health care costs. 

Part of reducing costs and promoting efficiency is aligning public 
and private programs. When we looked at the proposal to have a 
public plan, many employers were deeply concerned that that pub- 
lic plan would shift cost to the private sector. What we need to 
have is options that align payment models across public and pri- 
vate purchasers to ensure that providers are rewarded consistently 
but do not shift costs from one sector to the other. 

Health reform must be about making high-quality health care af- 
fordable for patients, employers and government. We look forward 
to working with this Committee and so many other Americans who 
share that goal. 

Thank you very much. 

[The prepared statement of Mr. Lee follows:] 

Prepared Statement of Peter Lee, Executive Director for National Health 
Policy, Pacific Business Group on Health, San Francisco, California 

Chairman Rangel and Members of the Committee, thank you for the opportunity 
to be with you today. America’s employers recognize the need to dramatically over- 
haul our Nations’ health care system. That recognition comes from the challenges 
we face on a daily basis providing health care coverage to over 160 million Ameri- 
cans. We greatly appreciate that this Committee, Congress and the Administration 
are seeking to craft reforms that will change how health care is delivered and make 
it more affordable. 

The Pacific Business Group on Health makes these comments as a nonprofit asso- 
ciation of many of the Nation’s largest purchasers of health care, based in Cali- 
fornia. PBGH represents both public and private purchasers who cover over 3 mil- 
lion Americans, seeking to improve the quality of health care while moderating 
costs. The Pacific Business Group on Health represents large and small employers 
in efforts to improve the value of health care. We help our large purchaser members 
“buy smarter,” and for many years we operated one of the largest small employer 
purchasing pools in the Nation. 

There is no more a single “employer perspective” on health reform than there is 
a single “American perspective” on reform. Employers hold a variety of positions on 
the big issues of financing and payment, as well as on issues such as the “public 
plan” and the role of government. There are, however, some core beliefs about 
health reform shared by virtually all businesses that we believe should guide the 
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Committee on Ways and Means and reform discussions in general. Those core be- 
liefs include: 

• We must ensure that all Americans have health insurance by building on the 
current system of employer-sponsored, individual and public programs; 

• We must address health care costs which are driving individual Americans to 
bankruptcy, making our companies less competitive internationally, creating 
long-term structural deficits that are breaking the banks of States across the 
country, and imposing unacceptable liabilities on our children; 

• We must address the persistent differences between how public and private sys- 
tems measure performance and pay for care. These differences lead to confusion 
for consumers and providers, create unacceptable price pressures on employers 
and engender disconnected incentives between public and private payers; 

• Health care reform must support and encourage clinicians and hospitals in de- 
livering better quality, more “patient-centered” care — which will entail doing a 
better job measuring what works, changing how we pay for health care and 
making better use of information technologies; 

• We need to promote wellness and prevention, instead of focusing only on inter- 
vening after the fact; and 

• All Americans — as engaged patients, caregivers and consumers — need to be 
given better tools and incentives to participate in getting the right care at the 
right time. 

Americans believe in value — we seek to get the best quality possible for our 
money. Yet, no one is getting good value for their health care dollar. Our health 
care system is broken. Quality of care varies dramatically between doctors and hos- 
pitals, but those differences are invisible to patients. Payments reward quantity 
over quality and fixing problems over prevention. Lack of standardized performance 
measures makes it impossible to know which providers are doing a good job, and 
which are not. Consumers lack information to make the choices that are right for 
them. Health reform must address these underlying issues and we are heartened 
that the proposals in the Discussion Draft recognize and address many of these 
problems. 

Core Employer Belief: We must ensure that all Americans have health in- 
surance by building on the current system of employer-sponsored, indi- 
vidual and public programs. 

The vast majority of employers continue to believe that reform should build on 
the employer-based system that works for millions of Americans. Employers see 
health benefits as a crucial tool that fosters a more productive workforce. The Dis- 
cussion Draft affirms the role of employer-sponsored coverage by building on the ex- 
isting system and seeking to expand coverage through small business in Exchanges 
across the country. Employers that offer coverage believe that the costs of insurance 
for their employees is substantially higher than it should be because of cost-shifting 
from hospitals and doctors seeking to recoup costs of caring for the uninsured and 
receiving underpayment by public programs (both Medicare and Medicaid). With ex- 
panded coverage, employers are hopefiil that the cost-shift from the uninsured will 
be greatly reduced. 

Particular elements of reform — especially the possibility of employer mandates — 
will have support or opposition from the employer community in direct relation to 
whether the broader package of reforms promote meaningful improvements in the 
cost and quality of care.^ As well articulated in the Position of the HR Policy Asso- 
ciation Regarding Reform of the U.S. Health Care System (April 2009), large employ- 
ers support the voluntary nature of the Nation’s employer-based system and would 
consider the potential employer play-or-pay mandate only insofar as it is well-craft- 
ed, part of a wide array of other reforms and fully considers “the interplay of all 
elements of the package necessary for reform.” 

Core Employer Belief: We must address health care costs — which are driv- 
ing individual Americans to bankruptcy, making our companies less com- 
petitive internationally, creating long-term structural deficits that are 


recent survey of senior health benefits executives for large companies identified strong 
support for government playing a role in making insurance products available for individuals 
and small businesses (with over 55% supporting this role). At the same time, those surveyed 
held a range of views, but with more than two times as many having a negative view of the 
“play or pay” requirement for employers (38% strongly negative; 19% strongly positive) and es- 
tablishing a “public plan” (40% strongly negative; 21% strongly positive). Corporate Health Care 
Policy Forecast Survey, Miller & Chevalier/American Benefits Council, June 2009. 
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breaking the banks of States across the country, and imposing unaccept- 
able liabilities on our children. 

There is broad recognition that we must slow the rise of health care costs. In the 
Discussion Draft, several proposals have the potential of reining in out of control 
health care costs while simultaneously fostering higher quality care. Among the re- 
forms proposed that are essential to reining in costs and fostering quality and access 
are those that support national rules to create a more competitive and affordable 
insurance marketplace for individuals and small businesses; developing better per- 
formance measurement; changing payment and aligning incentives for higher qual- 
ity; and expanding investments in wellness and prevention. 

President Obama has repeatedly underscored that health reform that does not 
control costs is not health reform. Similarly, Peter Orszag has been eloquent in ar- 
ticulating that “health care costs are the key to our fiscal future.” There is much 
discussion in Washington today about whether the 10-year “bill” for reform is $1 
trillion or $1.5 trillion. These are indeed big numbers. But these costs need to be 
considered in the context of the projected national health expenditures for the next 
10 years are expected to total $45.2 trillion which will be borne by taxpayers, em- 
ployers, and individual patients. 

America’s business community is looking at the scoring done by the Congressional 
Budget Office and shares the concern that we have not yet achieved the bottom-line 
savings needed. As I have noted, the Discussion Draft has in it many elements that 
can reform the delivery of care and make it more affordable. We believe costs are 
driven by inadequate prevention, poor chronic care coordination, and overuse of sup- 
ply-sensitive care. To achieve sustainable cost control, the health system needs to 
overhaul how care is delivered and the incentives that today reward more not better 
care. Also, compared to many other countries one of the key reasons for our higher 
costs is that in America we pay more for the same services. While addressing many 
of these elements are part of the reform proposals, employers share the concern evi- 
denced by the CBO’s scoring that not only are we coming up short on paying for 
expanded coverage, we are not seeing how the reforms will achieve the $2 trillion 
to $3 trillion in savings from trend that are needed to create a sustainable health 
care system. 

We need to be serious about reducing costs while recognizing that we cannot re- 
structure almost one-fifth of the Nation’s economy overnight. As we put in place the 
reforms that will change how we deliver care, to be credible not just to the Congres- 
sional Budget Office but to the American people, we need to chart out the steps we 
will take in the coming years if — through private and public sector actions — we fail 
to bend the cost curve. As the Committee for a Responsible Federal Budget recently 
said, “we believe that given the emphasis on crafting a plan designed to generate 
longer-term health care savings, the final bill should include a commitment to a cer- 
tain level of longer-term health care savings with an enforceable budget mechanism 
to ensure the savings are realized. Such a mechanism could include automatic reduc- 
tions in Medicare and/or new taxes if projected savings are not realized. A similar 
type of Medicare trigger has been ignored in the past, and a new budget mechanism 
would have to include real teeth and have the support of Congress to be effective.”^ 
Any budget mechanism, however, needs to consider not “just” Federal spending, but 
the total health care expenditures of the Nation. Congress must recognize that its 
actions to reduce costs cannot merely shift costs to the private sector. If we cannot 
reduce current cost trends, the Nation must be ready to discuss solutions such as 
all-payer pricing or global budgeting. 

Core Employer Belief: We must address the persistent differences between 
how public and private systems measure performance and pay for care. 
These differences lead to confusion for consumers and providers, create 
unacceptable price pressures on employers and engender disconnected in- 
centives between public and private payers. 

There is a need to align public and private programs on multiple fronts. The same 
measures of health care performance should be used to send consistent signals to 
providers and consumers to guide improvement, assist consumer decisionmaking 
and incent high quality and efficient care. The Discussion Draft recognizes the need 
to align public and private programs in a range of ways, including the efforts to 


2 Committee for a Responsible Federal Budget, June 1, 2009. The concept of a budget mecha- 
nism was also recently supported by Health CEOs for Health Reform, a group of leaders rep- 
resenting providers and payers who made a series of proposals in “Realigning tJ.S. Health Care 
Incentives to Better Serve Patients and Taxpayers” and in “Crossing Our Lines: Working To- 
gether to Reform the U.S. Health System,” by Senators Baker, Daschle and Dole. 
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align Medicare’s measurement and payment practices with those of the plans in the 
Exchange. 

Public payers such as Medicare and Medicaid tend to pay significantly less for 
health care services than do private payers. Sometimes referred to as “cost-shifting,” 
the actual dynamics are more complicated, as evidenced by innovative research un- 
dertaken by MedPAC. From the perspective of many employers and purchasers of 
health care, they face bargaining situations with hospitals and doctors that are 
stacked against them: Medicare and Medicaid, with their below-market fixed prices, 
result in providers seeking additional above-market prices from private purchasers. 
In addition, the payment models used by Medicare have, historically, incented vol- 
ume over value. Private purchasers then face the dual challenge of managing not 
only the value of the services they pay for, but also need to overcome the deeply- 
embedded incentives offered by public programs’ use of the fee-for-service system 
and lack of volume controls. 

Over time, we must redress this imbalance of payment models and payment lev- 
els. Our physicians and hospitals face a bewildering array of conflicting quality in- 
centives, payment strategies, and oversight mechanisms. As large employers evalu- 
ate proposals for a “public plan,” they are deeply concerned that such a plan could 
lead to cost-shifting or increased misalignment between public and private pay- 
ments to providers. While policy options are complex and fraught with hazards in 
this space, our priority should be to align the payment models across public and pri- 
vate purchasers to ensure that providers are rewarded consistently for safe, high 
quality, and efficient care. 

Core Employer Belief: Health care reform must support and encourage cli- 
nicians and hospitals in delivering better quality care — which will entail 
doing a better job measuring what works, changing how we pay for health 
care and making better use of information technologies. 

As noted earlier, the Discussion Draft includes an array of proposals to improve 
the delivery system such as better performance measurement; changing payment 
and aligning incentives for higher quality; and expanding investments in wellness 
and prevention. Employers view these as essential building blocks of reforming our 
health care system. 

Promoting Measurement and Quality Improvement 

In the past months there have been many collaborative proposals developed to re- 
form health care. Two groups, in particular, have come together to advocate for con- 
crete ways that quality and value can be built into reform efforts. 

First, over 200 groups under the name “Stand for Quality” — representing an array 
of consumers, employers, clinicians and other providers, hospitals, health plans and 
more — have come together to call for dramatically increased Federal leadership in 
aligning priorities, developing performance measures to fill gaps, and engaging 
stakeholders in how those measures are used by the public sector (see 
www.standforquality.org). These recommendations call for the development of ro- 
bust, independent systems for collecting and reporting performance results on pa- 
tients’ outcomes, cost and patients’ views of care, and whether the right processes 
of care are being delivered by doctors, medical groups, hospitals, nursing homes, and 
other providers. 

Improving quality requires sharing information about what is happening inside 
our health care system with everyone who gets, gives or pays for care. There are 
a range of concrete policy options that can foster better measurement — which is the 
foundation for all efforts to improve the value of our health care system. I want to 
acknowledge and note my appreciation for the fact that the Discussion Draft em- 
braces many of the Stand for Quality recommendations, including developing proc- 
esses for setting national health care priorities, supporting the development of per- 
formance measures and funding quality improvement efforts at the point of care. 

I would encourage the Committee to build on its initial proposals by looking at 
the agreement reached by this diverse range of stakeholders. Additional actions 
should include increasing the level of support for developing measures in key areas 
such as functional status and resource use; promoting the use of standardized meas- 
ures; and supporting consultative processes that assure that consumers, employers 
and providers can provide meaningful input to CMS in how measures are used for 
public reporting and payment. 

Beyond the common support for expanded measurement, employers strongly sup- 
port the Discussion Draft’s proposal to expand our national commitment to compara- 
tive effectiveness research so that patients can have better information to use with 
their doctors when deciding which treatment is right for them. We need an ongoing. 
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independent and robust comparative effectiveness process that will assure that deci- 
sions about care are driven by the evidence and what is in the patient’s interest. 

Your Discussion Draft also recognizes the importance of releasing Medicare 
data — referring to the new Assistant Secretary for Health Information being 
charged with making available Medicare datasets. Beyond that action, CMS should 
be directed to routinely make available the Medicare claims database to qualified 
“Quality Reporting Organizations” via HIPAA-compliant agreements. This would en- 
able employer-sponsored and individually-sponsored health benefits plans to use ag- 
gregated public and private claims data to generate provider-specific health care 
performance results which will ultimately lead to lower premiums and higher qual- 
ity of care. 

Reforming Payment 

Our health care system pays providers for the number of treatments and proce- 
dures they provide and pays more for using expensive technology or surgical inter- 
ventions. It does not reward better quality, care coordination or prevention nor en- 
courage patients to get the right care at the right time. As Dr. Abraham Verghese 
said so well in a recent Wall Street Journal article, we have “a skewed reimburse- 
ment scheme set up by Medicare, . . . that pays generously when you do something 
to a patient, but is stingy when you do something for a patient.” ^ A second broad 
collaborative — the Center for Payment Reform (www.CenterforPaymentReform.org) — 
has identified six core principles that should guide both public and private payment 
policies: 

1. Reward the delivery of quality, cost-effective and affordable care. 

2. Encourage and reward patient-centered care that coordinates services across 
the spectrum of health care providers and care settings. 

3. Foster alignment between public and private health care sectors. 

4. Make decisions about payment using independent processes. 

5. Reduce expenditures on administrative and other processes. 

6. Balance urgency to implement changes against the need to have realistic goals 
and timelines. 

Your Discussion Draft clearly recognizes the critical role that payment reform 
must play in creating better value for Americans and reflects many of these prin- 
ciples. In particular, I applaud the inclusion in the Discussion Draft of an array of 
payment reforms, many of which seek to bridge Medicare and Medicaid and promote 
alignment with private plans. These include: 

• Increasing payments for primary care in a range of ways. Fee-for-service pay- 
ments do indeed need to be modified to promote primary care, better coordina- 
tion and more efficient care. We need to rebalance the payment equation to bet- 
ter compensate providers engaged in preventive care, time spent coaching pa- 
tients and coordinating care for those with chronic conditions; and relatively de- 
crease payments for procedures and testing. 

• Extending the Physician Quality Reporting Initiative and calling on that pro- 
gram to better integrate clinical reporting of performance through electronic 
health records; 

• Establishing a robust set of pilot programs for accountable care organizations; 

• Establishing a program to reduce payments for avoidable hospital readmissions; 

• Moving away from today’s quality-blind fee-for-service and “pay for quantity” 
approach toward support for accountable care organizations, bundled payments 
for post-acute care and medical homes. 

As these models are implemented, however, I urge you to build in accountability 
mechanisms to provide a check against providers’ potential financial incentives to 
either seek to serve only healthier individuals (“cherry-picking”) or skimp on care, 
particularly for the most vulnerable, at-risk beneficiaries. It is critical that we build 
in the means to assess whether these models are enabling us to achieve better qual- 
ity, more efficient, and more patient-centered care. 

Revaluing Services — Considering Patient and Societal Value 

The Discussion Draft recognizes that CMS should be directed to assess and fix 
how payments may be misvalued. Getting valuation of services right is important 
for Medicare and because these values are often applied by private health insurance 
plans. The current relative undervaluing of primary care and care coordination func- 
tions bodes ill for the aging population that will need more support. 


®The Myth of Prevention, Dr. Abraham Verghese, Wall Street Journal, June 20, 2009, Wl. 
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Beyond the assessment called for in the Discussion Draft, CMS should be directed 
to establish a mechanism to develop and implement a multi-year, multi-sectoral 
payment policy review and approval process. This mechanism would be charged 
with developing an integrated approach to updating existing and emerging payment 
models to assure aligned incentives across providers, and in the context of any 
State-driven and/or private sector-driven trends and initiatives. 

This new mechanism should solicit input from external stakeholders through a 
formal multi-stakeholder advisory process that addresses all provider segments, in- 
cluding post-acute providers, through an annual notice and comment process. Under 
the current CMS processes, the overwhelming majority of comments are submitted 
by affected providers. While patients and their advocates and third-party payers can 
and do comment, the highly technical nature of the rules and policies, coupled with 
the limited impact of payment policies on any single patient or payer has inadvert- 
ently resulted in an unlevel playing field. As a result, CMS staff, in reviewing com- 
ments, often lack meaningful input from stakeholders outside of the provider com- 
munity.'^ 

A means to ensure meaningful input from other stakeholders is urgently needed. 
As a discrete complement to CMS’ regulatory decisionmaking process, we rec- 
ommend establishing a federally chartered body that includes patients, third-party 
payers and provider representatives to inform CMS’ annual update processes. A 
standing Consumer and Health Care Purchaser and Provider Update Committee 
(CHUC) would be charged with providing independent input to CMS in its decision- 
making role with respect to Medicare payment levels, across all provider sectors. 
The new advisory group should include patients, purchasers, providers and payers — 
with majority representation by those who receive and pay for care — and serve as 
a forum for broader multi-stakeholder input, as well as collection and analysis of 
relevant information. This new group would be advisory only, but it could provide 
a needed and fresh perspective for CMS and for Congress. 

Changing Payment Decisionmaking 

Current payment policies — beyond the regulatory process are also too inflexible 
and susceptible to the focused interests of the recipients of payment. Congress 
should consider creation of a new entity with independent authority to implement 
broad direction provided by Congress. Regardless of the specific structure adopted, 
new processes need to be put in place to assure that flexibility, transparency, and 
meaningful stakeholder input are in place to assure that changes to payment poli- 
cies are considered in the context of their impact on patients, providers, and health 
care purchasers. 

• Congress should set the broad goals and targets for Federal health care pay- 
ments, but the specific decisions about payment should be made through inde- 
pendent processes that are guided by what serves the patient and helps society 
as a whole. The decisionmaking body should be structurally independent, with 
mechanisms in place to insulate it as much as possible from political influence 
in order to ensure evidence-based decisions and to engender stakeholder trust. 

• Payment decisions should be guided by evidence and should balance the per- 
spectives of consumers, purchasers, payers and physicians and other health care 
providers — but the perspective of those who receive and pay for care should 
have majority control instead of those who receive payments. 


While this phenomenon is present in all payment systems, it is most apparent in the area 
of CMS’ annual efforts to update the Physician Fee Schedule and resource-based relative value 
scale (RBRVS). The relative values of the services are determined by CMS using its rulemaking 
authority. In practice, CMS relies heavily on recommendations (provided through the notice and 
comment rulemaking process) by an outside committee housed by the American Medical Asso- 
ciation (AMA): the Relative Value Scale Update Committee or the RUC. The RUC is made up 
of physicians that represent nearly every specialty. Many of the RUC’s recommendations are 
based on expert panels and qualitative, subjective assessments of the physician work and prac- 
tice expense components of the RVU value. In response to CMS’ request for comments, the RUC 
offers its recommendations on values for new services, and recommends adjustments to values 
for existing services on a periodic basis. 

Given the cost of analyzing and proposing new or revised RVU values, great weight is given 
to the RUC’s recommendations. (In March 2006, the Medicare Payment Advisory Commission 
(MedPAC) noted that CMS’ 5-year review “does not do a good job of identifying services that 
may be overvalued.” They further stated, “CMS has relied too heavily on physician specialty so- 
cieties to identify services that are mis-valued.” Five-year reviews have led to “substantially 
more increases in RVUs than decreases, even though many services are likely to become over- 
valued over time.” (MedPAC, Medicare Physician Payment, March 2006.) All too often the per- 
spectives of other health care stakeholders are notably absent and the broadly dispersed “public 
good” of assuring valuation for physician services that meets patient-centeredness and afford- 
ability goals is not a business priority for any one interest group. 
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• Processes and rules for making pa 3 Tnent decisions should be simple, standard- 
ized and align value (to the extent possible) across physician, hospital and other 
types of health care payments. 

• Payment decisions should promote consistency across private and public payers. 

Assuring Competition While Promoting Payment Reform 

While employers support payment reforms that encourage coordinated and inte- 
grated care delivery, we also recognize the need for policies that assure there are 
functioning markets — where informed patients and purchasers can fairly negotiate 
terms with independent providers. Health reform needs to assure there is an appro- 
priate balance between coordination and competition. 

Aligning incentives across providers and sites of care is essential to the appro- 
priate focus on “end-to-end” quality, affordable care. In many markets, providers 
have formed multi-provider organizations, ostensibly to advance their clinical and 
financial goals, forming multi-hospital systems, multi-physician organizations, and 
combined hospital-physician entities. In some cases, these collaborations have re- 
sulted in higher quality and lower costs for payers and patients by focusing on gen- 
erating clinical and financial efficiencies. In some instances, however, these new or- 
ganizations have leveraged their market power in ways that may increase costs to 
patients, payers, employers and other health plan sponsors, with ambiguous impacts 
on quality. 

Because of the concerns about potentially anti-competitive impacts of some forms 
of integration and coordination, there are a broad array of laws and regulations gov- 
erning competition, anti-kickback, self-referral, and related issues. Some argue that 
portions of existing law and regulations need to be “loosened,” as they inhibit pro- 
viders’ ability to coordinate care effectively. However, many others suggest that loos- 
ening existing laws and regulations is unnecessary to deliver more efficient care and 
could result in both higher costs and reduced choice for consumers. 

Given the complex interrelationship between competition and coordination, we 
support the recommendation of the Center for Payment Reform that there be estab- 
lished a framework that will assure that both goals are promoted. The Secretary of 
Health and Human Services should be directed to produce or commission a report 
to Congress that shall examine how policies and payment can best balance the need 
to both promote coordination and competition. In doing so, the Secretary should en- 
gage representatives of the Attorney General, the Federal Trade Commission, the 
Comptroller General, CMS’ Office of Inspector General and the Agency for 
Healthcare Research and Quality as well as representatives of consumers, private 
purchasers and providers. The report should be provided within 12 months and 
should address, at a minimum, the following: 

• Are new laws or regulations needed to guard against the provider-based entities 
having or exercising market power to the detriment of consumers’ interest in 
higher quality, less costly health care? 

• Do existing anti-trust laws and pro-competitive regulations need to be revised 
or amended? 

• Are there existing State or Federal laws that have the affect of creating inap- 
propriate barriers to healthy competition that need to be examined? 

• What is the empirical research on health care markets and market competition 
that should inform policy development? 

• What is the role of promoting transparency with respect to quality and price 
in fostering better market functioning? 

• How can the regulatory and legal oversight promoting competition best be 
structured? 

Core Employer Belief: We need to move to promoting wellness and preven- 
tion, instead of foeusing only on intervening after the fact. 

There are few areas around which there is as much agreement in the employer 
community as in the importance of investing in wellness and prevention. The major- 
ity of America’s employers are making these investments, with over 90% of large 
employers supporting wellness and chronic care programs. The importance of mov- 
ing from a sick-care system to one that promotes wellness and prevention is clearly 
articulated in the Discussion Draft, which includes proposals for a Public Health In- 
vestment Fund and for the Secretary to develop a National Plan for Prevention. As 
a Nation, we need to get beyond the fragmentation that results in separate planning 
and strategies for health care delivery, public health, community prevention and 
planning, worksite wellness and other programs. As we move beyond this frag- 
mentation, employers and consumers need to be at the table as priorities are shaped 
and strategies developed. 
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Core Employer Belief: All Americans — as engaged patients, caregivers and 
consumers — need to be given better tools and incentives to participate in 
making sure that they get the right care at the right time. 

Health care consumers must be able to compare the quality or efficiency of care 
offered by medical practitioners, clinics and hospitals or the various treatment op- 
tions available to them to make good choices. Americans need tools and incentives 
to help them make good health care decisions. Some of the routes that your Discus- 
sion Draft supports in this area includes bolstering the Federal role of making sure 
that there is valid information consumers can use to compare quality and cost-effi- 
ciency of medical treatments and providers. Creating that information should allow 
for any users — public and private — to build on that information as long as patient 
privacy is protected. 

The Discussion Draft recognizes the importance of considering the role consumer 
incentives play by proposing that Medicare remove cost-sharing provisions for Medi- 
care beneficiaries. Medicare should join the private sector in going further. For ex- 
ample, Medicare should provide information and incentives for wellness and the se- 
lection of higher value providers. Private health plans are increasingly offering not 
just tools, but incentives for their enrollees to improve their health and make better 
choices among providers. Medicare should follow the same path, perhaps by requir- 
ing that restructuring the standard Medicare Supplement plans offer information 
and tools to facilitate patient choice. 

Similarly, Medicare should learn from the cutting-edge work of providers and pri- 
vate sector groups that are making sure that patients can fully participate in their 
own health care. One way that we can be sure that care is indeed patient-centered 
is for Medicare to support shared decisionmaking processes. This support can take 
the form of providing incentives to patients to get coaching and/or reducing pay- 
ments to providers in cases where preference sensitive care (i.e., care for which 
there is more than one medically reasonable choice, with choices that differ in risks 
and benefits — such as treating chest pain from coronary artery disease or early- 
stage prostate cancer) was delivered in the absence of patient participation in deci- 
sionmaking. 

Conclusion 

Health reform must be about making high quality care more affordable. The em- 
ployer community will work with you to develop a coherent package of reforms that 
foster cost control, and improves health through health promotion, prevention of ill- 
ness, and effective treatment of disease and injury. We look forward to working with 
this Committee and with so many other Americans who share this goal. 


Mr. STARK. Thank you, Mr. Lee. And next we have Mr. Gerald 
Shea, who is Special Assistant to the President, AFL-CIO. Proceed. 

STATEMENT OF GERALD M. SHEA, 

SPECIAL ASSISTANT TO THE PRESIDENT, AFL-CIO 

Mr. SHEA. Good afternoon, Mr. Chairman and Members of the 
Committee. We appreciate this invitation to talk to you about the 
experience of the AFL-CIO unions in bargaining health care. And 
I am going to restrict my remarks to the interplay between employ- 
ment-based coverage, which, as you know, is the backbone of both 
coverage and financing for health care in this country, and the re- 
form proposal before you because you have chosen a proposal that 
continues that role for employer-sponsored insurance. 

And my main message to you today is that going down this road 
I believe requires that you first and foremost look at how you sta- 
bilize employment-based coverage. Employment-based coverage has 
been remarkably resilient despite enormous cost pressures and it 
is testimony to how much employers want to provide benefits and 
how much employees value those benefits. But, frankly, it is in a 
pretty fragile situation. We have lost 5 points percentage of people 
18 to 64 who have health care. We have lost 5 percentage points 
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from 2000 and 2007. The number of underinsured people in a 4- 
year span from 2003 to 2007 went up from 16 percent to 25 per- 
cent. This is a system that has done very well in providing health 
coverage but today, frankly, is eroding pretty rapidly. And so we 
judge the proposals in terms of how well they support and 
strengthen the employment-based coverage if we are going to con- 
tinue that. 

And I want to congratulate you and your colleagues and other 
Committees of the House for having produced this bill. We think 
it is an excellent start. And, frankly, we think it really responds 
to the desires and the interests of the American people. And so we 
give you our hats off for that. 

In order to stabilize employment-based coverage, we need to do 
three things in our opinion. First and foremost, control costs. If we 
do not do that, we are not going to do anything else. Second, we 
think everybody needs to be included in coverage, included in fi- 
nancing responsibilities, and included in health status responsibil- 
ities. And, third, we think it is essential that we reform the health 
delivery system so that we really make it a more efficient — much 
more efficient structure than it is today. 

On the point of full participation, you have a proposal that has 
both an individual requirement and an employer requirement, we 
think that is appropriate. We think both are appropriate. And I 
want to make just a couple of comments on the employer require- 
ment because I know that is controversial. 

I think there are a number of advantages to doing this, to requir- 
ing employers to participate. One is that you reduce the burden on 
the Federal Treasury for providing coverage. If you are going to get 
universal coverage, the more employer coverage that is available, 
the less you will have to fund in terms of support for the currently 
uninsured. 

Firms that opt to pay instead of play, using the common parlance 
here, will be putting money into the fund to pay for coverage and 
so you get money that way too. We think this is an important fi- 
nancing area. And, of course, it would also level the playing field 
among businesses because it would eliminate the free riders. 

A corollary to this requirement is that we think you should look, 
as you have looked at, providing some relief for those employers 
who in the midst of great industrial change have tried to do the 
right thing by their workers and maintain retiree benefits for those 
who are pre-Medicare. We think that is extremely important, and 
we appreciate the fact that it is included. 

In terms of the cost issue, the number one challenge, there is no 
question that the long-term answer to this is to change the delivery 
system and make it more efficient. My panel colleague just talked 
about saving $2 or $3 trillion over the next 10 years. That is a fig- 
ure that comes from numerous studies as something that is in the 
realm of possibility depending on the design element. 

But those are long-term changes and in the short-term, we be- 
lieve strongly that you need a public insurance option to introduce 
competition into the marketplace. A lot has been said about that. 
I will not elaborate on it further. 

But going to delivery system reform issues, your draft empha- 
sizes and invests in quality and improvement methodologies. We 
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think this is very important, and we think your draft could be 
strengthened frankly in this area along the lines that Mr. Lee has 
just talked about. 

And we also support the investment you make in the draft in the 
expansion of the health care workforce in primary care, and we 
would suggest that you look at the importance not only of the sup- 
ply of the health workforce but the quality of the work we are ask- 
ing them to do. Unfortunately, we have taken some of the great 
care professions like nursing, and we turned them in many places 
into lousy jobs. That can be corrected, and you have a perfect vehi- 
cle to do that because you have following examples that already 
exist in the health care system, the opportunity to promote the no- 
tion that all health care workers ought to be involved in producing 
quality care and break down some of these silos which make these 
jobs less than totally desirable. 

Finally, I wanted to talk about — more broadly about financing. I 
believe it is true what people say, that we ought to be able to fi- 
nance health reform out of the money in the health system now. 
There is so much of it. But obviously that is not something we can 
do overnight, and I think that if we set our goal, as some people 
have, of saying we have to restrict our financing to the health sys- 
tem, we get ourselves into trouble very quickly. And the danger of 
this you see in the Senate Finance Committee deliberations today 
where taxing health benefits is being planned. You do not have to 
go any further than the front page of today’s Washington Post to 
get yet more evidence of how strongly people oppose the idea of 
taxing health benefits. They already pay a lot of money in deferred 
wages or outright out of their pocket. They do not want to be taxed 
on top of that. 

But beyond the issue of payments and equity, there are tremen- 
dous problems with doing this in a fair fashion because you can 
have, and we have examples of this, similar workforces in similar 
kinds of health plans or health funds with very, very different an- 
nual cost based on health status, on geography, on age. Unless you 
can correct for those, you are going to wind up discriminating 
against those people who happen to be in a workforce that has a 
higher claims experience. And so we think it is extremely difficult 
for that. 

Just in conclusion, I will say that we look forward to working 
with you on the discussion draft, and we appreciate the time to 
talk to you this afternoon. 

[The prepared statement of Mr. Shea follows:] 

Prepared Statement of Gerald M. Shea, 

Special Assistant to the President, AFL-CIO 

The AFL-CIO represents 11 million members, including 2.5 million members in 
Working America, our community affiliate, and 56 national and international unions 
that have bargained for health benefits for more than 50 years. Together, unions 
negotiate benefits for some 50 million people in America. 

Our members have a significant stake in health care reform because unions rep- 
resent the largest block of organized consumers in the Nation. In addition, unions 
also sponsor health plans through funds that are jointly-trusteed with management. 
Many union members work in health care, as well, so they have a dual interest in 
health reform. 

Even as unions continue to negotiate benefits for our members, American labor 
has long advocated for health care for everyone, not just those in unions or with 
stable jobs. For over 100 years, America’s unions have called for universal coverage 
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built on a social insurance model, an approach that has proven effective and effi- 
cient across the globe and one we have employed successfully for decades to provide 
income and health security for the elderly. 

The AFL-CIO led the lobb 3 dng effort to enact Medicare in 1965, and we have 
backed many legislative efforts since then to expand coverage. We continue to be- 
lieve that a social insurance model is the simplest and most cost effective way to 
provide benefits for all. 

However, the condition of health care in America is too dire for those of us lucky 
enough to have good coverage to debate endlessly over what the best approach 
would be. It is time — indeed, it is past time — to enact comprehensive health care 
reform. Today our members are ready to stand with President Obama and Congress 
and help pass the President’s plan for comprehensive health care reform. 

AFL-CIO’S VIEWS ON COMPREHENSIVE HEALTH CARE REFORM 

Today I would like to explain the AFI^CIO’s views on what comprehensive health 
care reform should look like, and specifically our views on the historic tri-committee 
discussion draft unveiled in the House of Representatives last week. 

We start from the premise that we can fix our broken health care system by 
building on what works. For most Americans, that means employer-sponsored 
health insurance (ESI), which is the backbone of heath care financing and coverage 
in America. 

The AFL-CIO has advocated a three-point program to guarantee quality afford- 
able health care for all — a program that consists of: (1) lowering costs; (2) improving 
quality; and (3) covering everyone by ensuring full participation of all public and 
private sector employers and making affordable health coverage available to every- 
one. All three of these objectives must be achieved together; none can be achieved 
in isolation. And we believe the tri-committee discussion draft will in fact help 
achieve all three of these objectives simultaneously. 

We caution, however, that one financing option under consideration in the Senate 
Finance Committee — the taxation of employer-sponsored health benefits — would go 
in the exact opposite direction by destabilizing the employer-based health insurance 
system. 

OUR PRESENT COURSE IS UNSUSTAINABLE 

Whatever one may think about the way health care should be reformed, we can 
all agree that our present course is not sustainable — for workers, for businesses, for 
the Federal budget, or for the economy as a whole. If we continue down the current 
path, health care costs will crush families, business and government at all levels. 

Our members are among the most fortunate workers. Thanks to collective bar- 
gaining, they generally have good benefits provided by their employers. Yet even 
well-insured workers are struggling with health care cost increases that are out- 
pacing wage increases. And far too many working families find themselves joining 
the ranks of the uninsured or underinsured as businesses shut down or lay off em- 
ployees. 

In April and May 2009, the AFL-CIO conducted our 2009 Health Care for Amer- 
ica Survey, which showed that people need urgent relief from the pressure of rising 
health care costs that are bankrupting families and endangering their health. 

More than half of respondents said they cannot get the care they need at a price 
they can afford. Three-quarters were dissatisfied with their household’s health care 
costs. 

Ann from Georgia (self-employed with two children) wrote: “We have that HSA 
plan with supposedly low premiums. However, those ‘low’ premiums only start low. 
Every year they get higher and higher. One year they increased 129 percent in just 
1 year. Our health care costs have exceeded 35 percent of our income for 2 years. 
We are on the verge of canceling health care insurance. We would have already 
done this if we didn’t have two children.” 

A third of those with insurance — and three-quarters of those without — reported 
that they forgo basic medical care because of high costs. 

Karen from Florida wrote: “My insurance deductible equals 4 to 5 months of take 
home pay each year. My insurance bill is split with my employer but equals 2 days 
of pay each month. How am I supposed to go to a doctor?” 

Iris from Florida writes: “I am unemployed because I had to quit my job to care 
for my elderly mother. My children decided to pay [for medical insurance] for me. 
So what is the problem? The deductibles are so high that I cannot go to the doctor. 
And we keep paying $300 monthly just in case I have to go to the hospital. In the 
meantime, I cannot afford to go to the doctor.” 
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As economic conditions have gotten worse, workers who lose their jobs have been 
losing their health care. Nearly a quarter of respondents said someone in their 
household lost coverage in the past year due to losing or changing jobs. 

Renee from Ohio wrote: “It is pretty scary that millions of hard-working retirees 
as well as those working may lose their insurance, and yes I am talking about the 
auto industry. My husband could lose his benefits, which he thinks he will. I don’t 
know how my kids will be able to get their annual checkups. How can anyone get 
ahead in this country? I don’t understand how it came to this. I just don’t want to 
think about the future anymore.” 

Once workers lose their health care coverage, it is hard for them to get it back. 
One-quarter of those without health insurance said they were denied coverage in 
the past year due to “preexisting conditions.” 

Kerry from New Mexico wrote: “I am desperate for our country to finally do some- 
thing for my family so a health crisis does not kill one of us or leave us completely 
financially devastated.” 

The data bear out the stories these workers are telling us. Between 1999 and 
2008, premiums for family coverage increased 119 percent, ZV 2 times faster than cu- 
mulative wage increases over the same time period. ^ 

Workers’ out-of-pocket costs are going up as well, leading to more underinsured 
workers who can no longer count on their health benefits to keep health care afford- 
able or protect them from financial ruin. Between 2003 and 2007, the number of 
non-elderly adults who were underinsured jumped from 15.6 million to 25.2 mil- 
lion.2 

Skyrocketing costs are pushing more workers out of insurance altogether. The 
current number of uninsured almost certainly exceeds 50 million. The Council of 
Economic Advisers estimates that number will rise to 72 million by 2040 in the ab- 
sence of reform.3 

Health costs are burdening American businesses, as well as workers. U.S. firms 
that provide adequate health benefits are put at a significant disadvantage when 
they compete in the global marketplace with foreign firms that do not carry health 
care costs on their balance sheets. The same is true for U.S. businesses in domestic 
competition against employers that provide little or no coverage. 

The present course is unsustainable for the economy as a whole, as well. Health 
care expenditures currently amount to about 18 percent of our GDP. The Council 
of Economic Advisers estimates that this percentage will rise to 34 percent by 2040 
in the absence of reform."* The Congressional Budget Office (CBO) projects that 
health care expenditures will rise to 49 percent of GDP by 2082. 

The present course is likewise unsustainable for the Eederal budget. If we fail to 
“bend the cost curve,” health care spending will balloon our Federal budget deficit 
and squeeze out funding for essential non-health care priorities. Almost half of cur- 
rent health care spending is covered by Federal, State, and local governments. If 
health care costs continue to grow at historical rates, the Council of Economic Advis- 
ers estimates that Medicare and Medicaid spending will rise to nearly 15 percent 
of GDP by 2040.® As then CBO Director and now 0MB Director Peter Orszag has 
noted, health care cost trends are the “single most important factor determining the 
Nation’s long term fiscal condition.” 

To fix our long-term structural budget deficits, we have to fix Medicare and Med- 
icaid, and to fix Medicare and Medicaid, we have to control health care costs in the 
private sector. There is no practical way to control public health care costs without 
addressing private health care costs as well. Private and public health care are de- 
livered largely by the same providers, using the same drugs, the same treatments, 
and the same procedures. 

In short, the health of our family budgets, our Federal budget, and our economy 
depends on the success of health care reform this year. 


* Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2000-2008. Bureau of Labor 

Statistics, Consumer Price Index, U.S. City Average of Annual Inflation (April to April), 2000- 
2008; Bureau of Labor Statistics, Seasonally Adjusted Data from the Current Employment Sta- 
tistics Survey, 2000—2008 (April to April). Accessed: http://ehbs.kff.org/images/abstract/ 
EHBS 08 Release ^Adds.pdf. 

^C. Schoen, S.R. Collins, J.L. Kriss and M.M. Doty, “How Many Are Underinsured? Trends 
Among U.S. Adults, 2003 and 2007,” Health Affairs Web Exclusive, w298— w309. June 10, 2008. 

3 Council of Economic Advisors. “The Economic Case for Health Care Reform.” June 2009. 
Accessed: http://www.whitehouse.gov/assets/documents/CEA Health Care Report.pdf. 

* Council of Economic Advisors. “The Economic Case for Health Care Reform.” June 2009. 

Accessed: http://www.whitehouse.gov/assets/documents/CEA Health Care Report.pdf. 
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BUILDING ON WHAT WORKS 

The AFI^CIO believes comprehensive reform can build on what works in our cur- 
rent health care system while creating new options for obtaining coverage and low- 
ering costs for families, business, and government at all levels. 

For the majority of Americans, what works in our current health care system is 
employer-based coverage — the backbone of health care coverage and financing in 
America. Over 160 million people under age 65 have health benefits tied to the 
workplace. 

Employer-sponsored coverage has proven remarkably stable in the face of exorbi- 
tant health care cost inflation. Its survival is testimony to the strong interest work- 
ers have in keeping coverage tied to the workplace — even at the expense of wage 
gains for the past 30 years — and the interest of employers to recruit and retain tal- 
ented workers through job-based benefits. 

In fact, it is hard to imagine successful health reform that does not include a sub- 
stantial role for employer-based coverage. Building on the core foundation of em- 
ployer-provided health coverage will allow working families to keep what they now 
have ... or choose from a new set of options to maintain coverage. We think building 
on this foundation will also help minimize the disruption that results from the dif- 
ficult changes that are a necessary part of any reform, and thereby maximize public 
support for reform. 

In order to build on this foundation, we must stabilize the emplo 3 Tnent-based sys- 
tem, which risks being destabilized by unsustainable cost inflation. We must reverse 
the steady erosion of employer-provided coverage in recent years. The percentage of 
18 to 64-year-olds with ESI dropped 5 percentage points from 2000-2007, and with- 
out prompt dramatic action the rate of decline is expected to increase sharply.® 

We believe the tri-committee discussion draft will stabilize the employer-based 
health care system through the following specific policy proposals: (1) a requirement 
that employers assume responsibility for contributing to the cost of health care for 
their employees through a “pay or play” system; (2) special assistance for firms that 
maintain coverage for pre-Medicare retirees, which will prevent further deteriora- 
tion of the employer-based system; (3) a public health insurance option, which will 
inject competition into the health care system and lower costs throughout the sys- 
tem for employers and workers alike; (4) health care delivery reforms to get better 
value from our health care system and contain long-term costs; and (5) insurance 
market reforms, individual subsidies, Medicaid expansion, and improvements to 
Medicare, which will help make affordable coverage available to everyone. 

PAY OR PLAY 

A key reform needed to stabilize the employer-based coverage system is the re- 
quirement that public sector and private sector employers assume responsibility for 
contributing toward the cost of health care for their employees. Employers should 
be required either to offer health benefits to their workers directly, or to pay into 
a public fund to finance coverage for uninsured workers — a proposal known as “pay 
or play.” 

The tri-committee discussion draft outlines a reasonable and effective employer 
responsibility requirement that we believe would help shore up employer-based cov- 
erage. The proposal would ensure that workers could get affordable coverage either 
through their employer-sponsored plan or through a national exchange with a con- 
tribution from their employer. And it would extend, on a pro-rated basis, an employ- 
er’s responsibility for part-time workers, to eliminate any incentives for employers 
to move workers to part-time status to avoid the new requirement. 

We believe such a “pay or play” system has many virtues. It would bring in need- 
ed revenue from firms that opt to “pay,” which would hold down Federal costs asso- 
ciated with providing subsidized coverage for low-income workers in those firms. 

“Pay or play” would likewise hold down Federal costs by keeping employers from 
dumping their low-wage employees into new subsidized plans. In the absence of an 
employer responsibility requirement, publicly subsidized coverage for low-wage 
workers would prompt many employers of low-wage workers to discontinue current 
coverage to take advantage of available subsidies. The resulting increase in Federal 
costs could well doom health care reform. 

“Pay or play” would help stabilize the employer-based health care system in sev- 
eral ways. It would level the playing field so that free rider businesses could no 
longer shift their costs to businesses offering good benefits. A recent study found 
more than $1,000 of every family plan premium goes to cover the cost of care for 


® Elise Gould. “The Erosion of Employer-Sponsored Health Insurance.” Economic Policy Insti- 
tute. October 2008. Accessed: http://epi.3cdn.net/dlb4356d96c21c91dl ilm6b5dua.pdf. 
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the uninsured, most of whom are employed.^ “Pay or play” would encourage employ- 
ers to offer their own coverage and penalize employers that do not. And it would 
minimize disruption for workers who already have health care coverage and wish 
to keep it. 

“Pay or play” would thus go a long way toward extending coverage to the unin- 
sured, since most of the uninsured have at least one full-time worker in their fam- 
ily. And it would be critical in making coverage affordable for workers who do not 
qualify for income-based credits or subsidies, especially if health care reform in- 
cludes a new requirement that all individuals obtain coverage. 

Arguments Against Pay or Play 

Opponents of an employer responsibility requirement raise the objection that “pay 
or play” would increase pa3Toll costs for businesses. We believe this objection is mis- 
placed. 

First of all, it should be emphasized that the overwhelming majority of businesses 
already provide health benefits that would likely meet the new requirements, so 
they would not see any new costs. In fact, they would see their costs go down as 
health care coverage is expanded — thanks to the elimination of cost shifting — and 
as other health care reforms take hold that drive down costs throughout the health 
care system. 

The only firms that might see an increase in costs are firms that do not currently 
offer health care benefits, or firms that offer benefits that are inadequate to meet 
a reasonable standard. The vast majority of firms that currently do not offer health 
care benefits are small firms, and they are mostly low-wage employers. Comprehen- 
sive health care reform generally would give small firms more affordable options for 
providing health benefits for their workers, probably in combination with additional 
subsidies for employers of low-wage employees. 

Opponents of an employer responsibility requirement warn that employers that 
have to pay more for health insurance would be less likely to raise wages in the 
short term. The widely endorsed economic view, however, is that such employers 
would still raise wages over the long term. 

Opponents of “pay or play” next argue that employers required to pay more for 
health insurance might eliminate jobs or hire more slowly as a result. But the same 
dire predictions have been made routinely about proposals to increase the minimum 
wage, with comparable increases in employer costs, and those predictions have not 
been borne out. Recent studies of minimum wage increases have found no measur- 
able impact on employment.® Economists have observed that employers faced with 
higher payroll costs from a minimum wage increase can offset some of those costs 
through savings associated with higher productivity, decreased turnover and absen- 
teeism, and improved worker morale.® 

The same would be true of an employer responsibility requirement. Any increase 
in employer costs would be offset by productivity gains and by a healthier workforce. 
The Council of Economic Advisers notes that the economy as a whole would benefit 
from more rational job mobility and a better match of workers’ skills to jobs when 
health benefits are no longer influencing employment decisions, Finally, it should 
be noted that the majority of firms that currently do not offer health benefits com- 
pete in markets where their rivals likewise do not provide benefits, so they would 
not be put at a competitive disadvantage. 

Pay or Play and Firm Size 

Health care reform must make coverage affordable for small businesses that have 
difficulty obtaining coverage in the current market. However, the AFI^CIO believes 
the “pay or play” requirement should apply to firms regardless of their size. 

Smaller businesses will be allowed to meet the “play” requirement by buying cov- 
erage that meets fair rating rules through the new exchange, which would include 
the option of a public health insurance plan that makes coverage more affordable. 
We do support the inclusion of a small business tax credit, targeted at the smallest 


'^Families USA. “Hidden Health Tax: Americans Pay a Premium.” May 2009. Accessed: http:// 
www.familiesusa.org/assets/pdfs/hidden-health-tax.pdf. 
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firms with low-wage workers, precisely because we believe an employer requirement 
should not exempt businesses based solely on size. 

If small businesses are exempted from “pay or play,” the number of employees is 
a particularly poor measure for the exemption because it is a poor predictor of a 
firm’s ability to pay. A doctor’s office or small law firm may have more capacity to 
pay than a larger restaurant or store. A carve-out for small firms with fewer than 
a specified number of employees also creates a potentially costly hurdle for firms 
nearing the threshold to hire additional employees. A better approach would be to 
apply the requirement based on pa3Toll or gross receipts. Finally, we believe special 
treatment for such businesses should be phased out over time to eliminate dispari- 
ties based on firm size. 

Also, any “pay or play” requirement should take into account how workers in cer- 
tain segments of our economy, such as airlines and railroads, schedule their hours 
and the classification of workers as full-time or part-time should ensure that these 
workers are not inadvertently excluded from coverage. 

Special Assistance for Companies That Maintain Benefits for Pre-Medicare Retirees 

We look forward to working with the committees to develop greater specificity on 
the proposal for a federally-funded catastrophic reinsurance program for employers 
that provide health benefits to retirees age 55 to 64. Such a reinsurance program 
would help prevent further deterioration of the employer-provided health care sys- 
tem, and is an essential component of any health care reform legislation. 

A reinsurance program is critically necessary to help offset costs for employers 
that contribute to health benefits for pre-Medicare retirees. The pre-Medicare popu- 
lation generally has higher health care costs, and employers offering them coverage 
incur enormous expense. But without that coverage, individuals in this age bracket 
have tremendous difficulty purchasing health insurance in the individual market, 
or they are able to do so only at a very high cost. 

We believe such a reinsurance program must have dedicated funding. In addition, 
in the longer term, we believe firms should be able to purchase coverage for their 
retirees through the exchange. This would help make coverage more affordable for 
firms that provide retiree health benefits. 

PUBLIC HEALTH INSURANCE PLAN OPTION 

The AFL-CIO supports the creation of a strong public health insurance option to 
compete with private health insurance plans. The tri-committee discussion draft in- 
cludes a strong public plan that would compete on a level playing field with re- 
formed private health plan options in a new national exchange. 

We believe a public health insurance plan is the key to making health care cov- 
erage more affordable for working families, businesses, and governments, all of 
which are increasingly burdened by escalating health care costs. A public plan 
would have lower administrative costs than private plans and would not have to 
earn a profit. These features, combined with its ability to establish payment rates, 
would result in lower premiums for the public plan. 

A public health insurance plan would also promote competition and keep private 
plans honest. Consolidation in the private insurance industry has narrowed price 
and quality competition. In fact, in 2005, private insurance markets in 96 percent 
of metropolitan areas were considered highly concentrated and anti-competitive, 
which left consumers with little choice. A public health insurance option, coupled 
with a more regulated private insurance market, would break the stranglehold that 
a handful of companies have on the insurance market and would give consumers 
enough choices to vote with their feet and change plans. 

We also believe a public health insurance plan would be critical for driving quality 
improvements and more rational provider payments throughout the health care sys- 
tem. A public health insurance plan can introduce quality advancements and inno- 
vation that private insurance companies or private purchasers have proven them- 
selves unable to implement. For example, until Medicare took the lead in reforms 
linking payment to performance on standardized quality measures, private insurers 
and payers were not making appreciable headway toward a value-based health sys- 
tem. Just as Medicare is driving quality improvements that private plans are now 
adopting, a public health insurance plan could lead the way in developing innova- 
tive quality improvement methodologies, stronger value-based payment mecha- 
nisms, more substantial quality incentives, and more widespread evidence-based 
protocols. 


American Medical Association. “Competition in Health Insurance: A Comprehensive Study 
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Because increased competition and quality reforms would help contain costs 
throughout the health care system, employers that continue to provide benefits di- 
rectly would benefit from these savings, as would employers that purchase coverage 
for their workers through the exchange. And because premiums would be lower, 
spending on Federal subsidies for individuals who qualify for subsidies would also 
be lower. 

A public health insurance plan would also guarantee that there will be a stable 
and bigh quality source of continuous coverage available to everyone throughout the 
country. By contrast, private insurance plans can change their benefits, alter cost- 
sharing, contract with different providers, move in and out of markets, and change 
benefit or provider networks. A public health insurance plan would be a reliable and 
necessary backstop to a changing private insurance market, and a safe harbor for 
working families that lose their workplace coverage. 

A public health insurance plan available to everyone would also provide rural 
areas with the security of health benefits that are there when rural residents need 
them, just as Medicare has been a constant source of coverage as private Medicare 
Advantage and Part D plans churn in and out of rural areas every year. 

Clearly, the public supports a public health insurance plan option. A recent New 
York Times poll shows that the public health insurance plan is supported by 72 per- 
cent of voters. 

DELIVERY SYSTEM REFORM 

Variation in Medicare spending across States suggests that up to 30 percent of 
health care costs could be saved without compromising health care outcomes. Dif- 
ferences in health care expenditures across countries suggest that health care ex- 
penditures could be lowered by 5 percent of GDP without compromising outcomes 
by reducing inefficiencies in the current system. 

Experts estimate we waste one-third of our health care spending, or $800 billion, 
every year on health care that is no real value to patients. According to the Council 
of Economic Advisers, the sources of inefficiency in the U.S. health care system in- 
clude payment systems that reward medical inputs rather than outcomes, high ad- 
ministrative costs, and inadequate focus on disease prevention.^® 

We must restructure our health care system to achieve better quality and better 
value, and we must transform our delivery system into one that rewards better care, 
not just more care. We can start by doing the following: 

• Measure and report on the quality of care, the comparative effectiveness of 
drugs and procedures, and what medical science shows to be best practices and 
use that information to create quality improvement tools that allow doctors to 
individualize high-quality care for each of their patients; 

• Put technology in place to automate health care data; and 

• Reform the way we pay for care so doctors have the financial incentives to con- 
tinuously improve care for their patients. 

The February 2009 economic recovery package, with its substantial investment in 
health information technology (HIT) and research on the comparative effectiveness 
of drugs and medical devices, marks a historic first step in the right direction. 

The tri-committee discussion draft builds on the investments of the economic re- 
covery package by encouraging greater emphasis on primary care and prevention, 
and greater emphasis on innovative delivery and payment models, such as account- 
able care organizations and bundled payments for acute and post-acute care. The 
draft also makes needed investments in our health care workforce — with emphasis 
on primary care — to ensure access to needed care and better reward primary care 
providers. 

The tri-committee discussion draft emphasizes and invests in quality measure- 
ment and improvement methodologies. But we believe more can be done to foster 
innovation in health care delivery by building on the significant quality measure- 
ment and improvement underway within health care in recent years. The AFL-CIO 
has invested considerable resources and time working on system reform, as part of 
the broad collaboration of consumers, purchasers, physician organizations, hospitals, 
and government agencies at both the State and Federal levels. 

This strong collaboration between payers and providers has created breakthrough 
improvements in health care delivery. The process improvement techniques pio- 
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neered in other U.S. industries — for example, six sigma quality standards and rapid- 
cycle problem analysis, solution development and testing, and widespread diffusion 
in a short time period — have been shown to work and hold enormous promise, but 
Federal leadership in delivery system reform is indispensable. 

We must also put into place a system of broad consultation with consumers, pur- 
chasers, physicians, insurers and health care organizations in setting national prior- 
ities for health care quality improvement and in implementing standardized meas- 
ures of quality throughout health care. With quality measurement as a foundation, 
reform can empower those who deliver care, pay for care, and oversee care to work 
with those who receive care to innovate and modernize health service delivery. 

AFFORDABLE COVERAGE EOR EVERYONE 

Today we have a fragmented health care system characterized by cost-shifting 
and price distortions because as many as 50 million people have no coverage. 

According to Eamilies USA, the uninsured received $116 billion worth of care 
from hospitals, doctors, and other providers in 2008, about $42.7 billion of which 
was uncompensated care.^'' The costs for uncompensated care are shifted to insurers 
and then passed on to families and businesses in the form of higher premiums. For 
family health coverage, the additional annual premium due to uncompensated care 
was $1,017 in 2008. 

While our members generally have employer-based health coverage, stabilizing 
the employer-based health system will require covering the uninsured to make 
health care more efficient and prevent cost-shifting. We cannot cover everyone with- 
out bringing down costs overall, and we cannot control costs without getting every- 
one in the system. 

The good news is that, according to the Council of Economic Advisers, expanding 
health insurance coverage to the uninsured will increase net U.S. economic well- 
being by roughly $100 billion per year, which is substantially more than the cost 
of insuring the uninsured, 

The most important policy proposal for extending health care coverage to the un- 
insured is “pay or play,” which I discussed earlier in my testimony. But the tri-com- 
mittee discussion draft includes several other proposals that would also expand 
health care coverage, including insurance market reforms, the establishment of an 
insurance market exchange, individual subsidies, the expansion of Medicaid, and 
improvements to Medicare. 

Insurance Market Reforms 

Ensuring access to health care coverage will require significant changes to the 
current private insurance market, in which people are now denied coverage or 
charged more because of their health status. Market reforms for everyone who buys 
coverage in the individual and group market will make coverage more fair, trans- 
parent, affordable, and secure. 

The AEL— CIO fully supports the prohibition on rating based on health status, 
gender, and class of business; the prohibition on the imposition of preexisting condi- 
tion exclusions; guaranteed issue and renewal; and greater transparency and limits 
on plans’ non-claims costs. While we would prefer a flat prohibition on rating based 
on age, we believe the proposal to limit age rating to 2 to 1 is a strong alternative. 
Any variation allowed above that limit threatens to make coverage unaffordable for 
older individuals. 

Insurance Market Exchange 

The AFI^CIO also strongly supports the proposal to create a national health in- 
surance exchange to provide individuals and businesses with a place to enroll in 
plans that meet certain criteria on benefits, affordability, quality, and transparency. 
We believe this will be a mechanism for simplifying enrollment and applying uni- 
form standards. 

The tri-committee discussion draft establishes a mechanism that offers consumers 
a way to compare plans based on quality and cost. While the exchange will initially 
be open to individuals and small employers, we believe there should be a commit- 
ment to allowing public and private sector employers beyond the small group defini- 
tion to purchase coverage through the exchange after the first 2 years that the ex- 
change is operational. 
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Subsidies for Low- and Moderate-Income Workers 

Subsidies will be essential for making coverage affordable for low- and moderate- 
income individuals and families. We support the proposal to make subsidies relative 
to income, with more substantial subsidies applied to more comprehensive coverage 
for the lowest income enrollees. We also support ensuring that coverage is affordable 
by applying the subsidies to premiums as well as out-of-pocket costs. 

Medicaid Expansion 

We strongly support extension of Medicaid coverage to all under 133 percent of 
poverty, with sufficient resources to States to offset the new costs. 

Medicare Improvements 

In addition to eliminating subsidies that give private Medicare Advantage plans 
a competitive advantage over traditional Medicare and deplete the Trust Fund, the 
tri-committee discussion draft makes needed improvements in benefits for Medicare 
beneficiaries. The draft closes the gap in prescription drug coverage over time, elimi- 
nates cost sharing for preventive services, and improves the low-income subsidy pro- 
gram. 

FINANCING HEALTH CARE REFORM 

There are at least three key elements of health care reform that will also affect 
savings and revenues available for reform: A public health insurance option, deliv- 
ery system reform, and an employer responsibility requirement. Though these policy 
proposals are absolutely necessary to improve the value we get for our health care 
spending, in the short run they will not be sufficient to fund reform. 

The Senate Finance Committee has said that all savings and revenue for health 
reform must come from within the health care budget. However, because health care 
reform is an urgent national priority that will produce benefits across our economy 
and improve our national budget outlook, we agree with the President that we 
should look beyond health care spending to obtain additional revenues. We support 
the major elements of the President’s budget proposal for the Health Reform Re- 
serve Fund, including savings in Medicare and Medicaid, limiting the itemized de- 
ductions for households in the top two teix brackets, and other modifications to re- 
duce the tax gap, as well as making the teix system fairer and more progressive. 

One financing option under consideration in the Senate Finance Committee is a 
cap on the current tax exclusion for employer-provided health care benefits so that 
some portion of current health care benefits would be subject to taxes. We believe 
this is an extraordinarily bad idea. 

Taxing Benefits Would Disrupt the Employer-Based System 

Capping the teix exclusion would undermine efforts to stabilize the employer-pro- 
vided health care system. Employers would likely respond by increasing employee 
cost-sharing to a level at which benefits would become unaffordable for low-wage 
workers, or by eliminating benefits altogether. Capping the exclusion would also en- 
courage workers to seek coverage outside their ESI group when this is economically 
advantageous, thereby complicating the role of employers enormously and giving 
them another incentive to discontinue coverage. 

Congress and the President have assured Americans that they will be able to keep 
the health care coverage they have if they like it. This approach makes enormous 
sense and generates broad public support. A cap on the tax exclusion would violate 
this basic understanding and threaten to disrupt the primary source of health care 
coverage and financing for most Americans. 

Until health care reform has been proven successful in lowering costs and making 
coverage available to uninsured workers through new private and public plan op- 
tions, we should not make any changes that threaten the source of health care cov- 
erage for 160 million Americans. 

Taxing Benefits Would Be Unfair to High Cost Workers 

The Senate Finance Committee is considering capping the teix exclusion for rel- 
atively high cost plans. This would be an unfair tax on workers whose benefits cost 
more for reasons beyond their control. 

The exact same plan could cost well under $15,000 in one company and more than 
$20,000 in another depending on factors that have nothing to do with the generosity 
of coverage. According to one study, premiums for the same health benefits can 
more than double when an individual crosses State lines, 
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The cost of coverage can be the reflection of many factors: The size of the firm; 
the demographics of the workforce; the health status of the covered workers and 
families; whether the industry is considered by insurers to be “high risk”; geo- 
graphic differences in cost; and whether there are pre-Medicare retirees covered 
through the same plan. 

Studies show that placing a cap on teix-free benefits would have the greatest im- 
pact on workers in small firms; firms with older workers and retirees, and workers 
with family plans that cover children. This is because insurance companies regu- 
larly charge higher rates for coverage for these workers. 

Under one proposal, over 41 percent of workers at a firm with older workers 
would be taxed on their health care benefits, but only 16 percent of workers at a 
firm with younger workers would be taxed. Almost 30 percent of workers at a small- 
er firm would be taxed, but only 17 percent of workers at a larger firm. Over 41 
percent of workers with family coverage would be taxed, but less than 20 percent 
of workers with individual coverage. 

If workers have to pay more teixes because some of their co-workers have costly 
medical conditions, health coverage would be transformed from a workplace benefit 
that everyone supports to one that splits workforces between the healthy and the 
sick. 

Some argue that the existing tax exclusion is regressive, because higher income 
workers get a bigger tax advantage. But this is only one part of the story. 

A recent report points out that while households in higher teix brackets get a 
greater benefit from the tax exclusion in absolute dollar amounts, low- and mod- 
erate-income workers would be impacted more from capping the exclusion because 
their teixes would increase by a larger share than those of higher-income workers. 
The report found that workers with employer-provided health benefits who make be- 
tween $40,000 and $50,000 would see their tax liability increase on average 28 per- 
cent, while those who make between $50,000 and $75,000 would see their tax liabil- 
ity increase on average 20 percent. By contrast, workers who make more than 
$200,000 would see an average increase in their tax liability of only one-tenth of 
1 percent. In short, capping the tax exclusion would not make it more progressive. 

Taxing health care benefits would not bring down health care costs, either. It 
would just shift more of those costs onto workers. Economists say the teix exclusion 
leads workers to get too much coverage, but capping the teix exclusion would not 
do anything to address a key cost driver: The fact that 20 percent of the population 
consumes 80 percent of our health care spending. Taxing health benefits would not 
change that fact. 

CONCLUSION 

The AFL-CIO applauds the work of the committees in outlining a strong, effec- 
tive, comprehensive plan for guaranteeing quality affordable health care for all. We 
believe the tri-committee discussion draft would stabilize the employer-based health 
insurance system by simultaneously achieving the goals of lowering costs, covering 
everyone, and improving quality. We stand ready to work with all three committees 
to enact reform that achieves these goals. America’s working families can wait no 
longer. 


Mr. STARK. Ms. Hansen, the President of the AARP, would you 
like to talk to us about AARP’s positions? 

STATEMENT OF JENNIE CHIN HANSEN, PRESIDENT, AARP 

Ms. HANSEN. Well, thank you. Congressman Stark, for this 
wonderful opportunity to represent AARP. I thank Chairman Ran- 
gel and Ranking Member Camp, as well as the rest of the Com- 


I'^Elise Gould. “How Capping the Tax Exclusion May Disproportionately Burden Children & 
Families.” Economic Policy Institute and First Focus. May 2009. Accessed: http://www.first 
focus.net/Download/GOULD.pdf. 

Commonwealth Fund. “Progressive or Regressive: A Second Look at the Tax Exemption 
for Employer-Sponsored Health Insurance Premiums.” May 2009. Accessed: http://www. 
commonwealthfund.org/-/media/Files/Publications/Issue%20Brief/2009/May/Progressive%20or% 

20Regressive%20A%20Second%20Look%20at%20the%20Tax%20Exemption/PDF 1269 Schoen 

progressive or regressive ESI. pdf. 
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mittee, for the opportunity to address this really vital and critical 
topic at this time. 

Enacting legislation to give all Americans quality, affordable 
health coverage options is actually AARP’s top priority this year. 
The draft tri-committee legislation marks substantial progress to- 
ward this goal. 

Today, I am really proud to represent nearly 40 million members 
of AARP, half who are over the age of 65 and therefore in Medicare 
and half under 65. Both age groups face serious problems in today’s 
health care system and AARP really appreciates the tri-committee 
for including critical reforms in its draft that will help AARP mem- 
bers of all ages. 

For our younger members, the draft would get us closer to abol- 
ishing discriminatory insurance market practices that use a per- 
son’s age to block access to health coverage or to keep prices too 
high to make a difference. To make insurance affordable for Ameri- 
cans age 50 to 64, AARP believes these individuals should be 
charged no more than twice what somebody under 50 is required 
to pay for quality health care. Why is this? Because older may 
mean wiser but it does not always mean richer. In fact, the income 
of uninsured adults, aged 18 to 24, is a little over $28,000 for the 
household and for the 50 to 64, it is $30,000 for the household. 

But if insurance companies are allowed to charge people aged 50 
to 64 more because of their age, and especially if it is more than 
twice what those under 50 pay, those who need it should be eligible 
for a subsidy in order to afford this coverage. There should also be 
strict limits placed on what these individuals are required to pay 
out of their own pockets. 

AARP is also concerned with the so-called “hardship exemption.” 
While this exemption would save those who cannot afford to pay 
for the required insurance policy, it would still leave them without 
affordable quality insurance. So the net result is they still are un- 
covered. 

The tri-committee draft requires everyone, individuals and em- 
ployers alike, to participate in health care reform and AARP ap- 
plauds the tri-committee for recognizing the importance of shared 
responsibility. One of the greatest difficulties faced by our older 
members is the extraordinary out-of-pocket costs for health care. In 
fact. Medicare beneficiaries right now spend about 30 percent of 
their income on health care costs and they face costs that are six 
times the costs faced by those of us who do have employer-spon- 
sored coverage. This is a particularly stark reality for the nearly 
half of Medicare beneficiaries who have incomes of less than 
$22,000 per year. 

Prescription drugs are of course a big piece of Medicare bene- 
ficiaries’ out-of-pocket expenses, which is why AARP has made clos- 
ing the “donut hole” and improving the low-income assistance pro- 
gram’s top priorities in health care reform. The tri-committee has 
led the way on both of these vital issues, including the closure of 
the “donut hole,” as well as the important improvements to Medi- 
care low-income supports in its draft legislation. 

The draft also fixes Medicare’s broken system for paying doctors. 
I think we have heard a lot about that, and we know that this is 
a whole system that has to be addressed. It also puts Medicare on 
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a path to fiscal stability by revising payment systems that Peter 
Lee has mentioned, as well as Mr. Shea, to reward quality rather 
than quantity of care. It includes incentives to reduce costly and 
preventable re-hospitalizations, which will help eliminate some of 
the waste in Medicare that is driving up the cost of health care and 
threatening Medicare’s financial future. 

It strengthens our workforce, and we have just addressed that. 
And we know that it is already quite fragile and its ability to meet 
current needs is quite challenged now, let alone what will happen 
in the future. 

And it takes important steps to address racial and ethnic dispari- 
ties in care that have been documented in research. Many chal- 
lenges remain on the road to comprehensive health care reform but 
AARP and many of us who have been here to express those opin- 
ions, recognize that the differences that we happen to have cannot 
stop us from finding common ground and enacting comprehensive 
reform this year. We all know and have said that the status quo 
is unsustainable, and we cannot then afford to fail. 

So thank you all for your leadership, and AARP looks to continue 
to work with you all. Thank you. 

[The prepared statement of Ms. Hansen follows:] 
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Chairman Rangel, Ranking Member Camp, and other distinguished members of the 
Committee. I am Jennie Chin Hansen, President of AARP. I want to thank you for your 
leadership on comprehensive health reform to ensure that all Americans have quality, 
affordable coverage options. This is AARP's top priority this year. Today, I am proud to 
represent nearly 40 million members of AARP - half of whom are over age 65 and 
therefore participate in the Medicare program, and half who are under age 65. Both age 
groups face serious problems in today's health care system, especially the 7 million of 
all persons age 50-64 who are uninsured today. Thank you for inviting me to here today 
to discuss your draft legislation. 

AARP Health Reform Priorities 


AARP has identified six priorities for our members that we believe must be included in 
comprehensive reform legislation 

1) Guaranteeing access to affordable coverage for Americans aae 50 to 64. To make 
coverage affordable for people in this age group, health reform must bar insurers from 
denying coverage and charging unaffordable rates based on age or health status and 
provide sliding-scale subsidies for those who need help to make coverage affordable. 

2) Closing the Medicare Part D Coverage Gap or '‘Doughnut Hole": The Medicare Part 
D "doughnut hole" is a major reason why nearly 20% of people who get drug coverage 
through Medicare delayed or did not fill a prescription because of cost - higher than any 
other insured group. Under current law, the hole keeps getting larger each year and will 
double by 2016 AARP is calling on Congress to close the doughnut hole so people are 
not forced to pay premiums while at the same time paying full cost for their drugs. 

3) Lowering Drug Costs through Generic Biologies: Biologic drugs treat serious 
conditions like cancer and multiple sclerosis but can cost several thousands of dollars 
per month. Currently, there is no FDA process to approve less expensive generic 
versions of these drugs. AARP is calling on Congress to include the “Promoting 
Innovation and Access to Life-Saving Medicine Act" (H.R. 1427) in health reform to 
make these life-saving generic biologic drugs much more available and affordable. 

4) Reducing Costly Hospital Re-Admissions through a Medicare Transitional Care 
Benefit: Health refonri should include a Medicare transitional care benefit that would 
help people safely transition to home or another setting after a hospital stay and prevent 
costly, unnecessary hospital readmissions. AARP strongly supports the "Medicare 
Transitional Care Act" (H R. 2773/S. 1295), as it should improve care and save money 
by providing for appropriate follow-up care to prevent avoidable re-hospitalizations. 

5) Long-Term Care (LTC): Health reform should support people with chronic conditions 
who need long-term care. This will save money, improve quality of life, and help people 
live at home. 4iARP supports the "Empowered at Home Act" (H.R. 2688/S.434) to 
expand eligibility and give states incentives to help people receive care at home, and 
the “Retooling the Health Care Workforce for an Aging America Act" (H R 468/S 245) 
to provide training and support for family caregivers and an improved workforce to care 
for older adults. 


2 
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6) Helping Low-Income Americans in Medicare: Health reform should include the 
“Medicare Savings Program Improvement Act" (H.R. 716) and the "Prescription 
Coverage Novr Act (H.R, 1536)” to improve access to Medicare programs that help 
those with limited incomes pay premiums and out-of-pocket costs. These bills increase 
asset limits so people who did the right thing and saved a small nest egg can still get 
help, and raise income eligibility standards so more people qualify. 

Making Affordable Coverage Available to All 

There are few issues of greater concern to AARP's membership than improving health 
insurance markets across the United States to ensure that all Americans have access to 
affordable, high quality coverage choices. Many older Americans, especially those 
aged 50-64 who are not yet eligible for Medicare and those with pre-existing chronic 
conditions, often cannot secure health coverage, at any price. Industry data show that 
insurers reject between 17% and 28% of applicants aged 50-64.’ Those who can find 
individual coverage tend to receive less generous benefits than those with employer 
coverage, yet on average pay three times more in premiums and over twice the out-of- 
pocket costs of those with employer coverage.^ The AARP Public Policy Institute 
estimates that 13% (or 7.1 million) adults aged 50-64 were uninsured in 2007 - 36% 
higher (or 1 .9 million more) than in 2000 - and this figure is growing rapidly in our 
current difficult economy 

AARP believes the best way to make coverage affordable for everyone is by: 

• Guaranteeing that all Individuals and groups wishing to purchase or renew coverage 
can do so regardless of age or pre-existing conditions; 

• Prohibiting higher premiums based on age, health status, or claims experience; 

• Providing a choice of qualified plans through an Exchange or "Gateway” with 
adequate subsidies based on income and the actual premiums each individual faces 
in the market so coverage is affordable for everyone; 

• Addressing costs system-wide through prevention and wellness, better care 
coordination, fighting fraud, waste, and abuse, and rewarding quality rather than 
quantity of care; and 

• Ensuring that any cost-sharing obligations do not create barriers to needed care 
We are pleased that many of these issues have been addressed in the Tri-Committee s 
health care reform discussion draft (Draft) released last week. 

Exchange: The intent of the Exchange is to facilitate the purchase of coverage and 
products at an affordable price by qualified individuals and employer groups. AARP 
embraces the establishment of an Exchange, including the option for states to create 
their own or regional Exchanges. As described, the Exchange construct would provide 
balance and flexibility - clear federal guidelines and standards to assure affordable 
coverage while maintaining the traditional state role In the oversight of insurance. 


' AHIP. ‘Individual Health Insurance 2006-2007: A Comprehensive Survey of Premiums, 
Availabilily, and Benefits." December 2007 

AARP Public Policy Institute. Health Care Reform; What's at Stake for 50- to 64-Year-OldsV 
March 2009 
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Policymakers have learned much by observing and studying the laboratory of 
Massachusetts and its successful health coverage experiment The Federal Employees 
Health Benefit Program has also been successful in providing meaningful choices to 
consumers, and we support both as a model for the structure outlined in the House 
health reform draft legislation. 

We are also pleased that the Draft increases the Medicaid funding cap for Puerto Rico, 
the U.S. Virgin Islands, and the other territories AARP believes that quality, affordable 
health coverage should be available to all Americans wherever they reside. 

Underwriting and Aae Rating: AARP believes no one should be denied coverage based 
on health status or charged higher rates based on age or health status. We strongly 
commend the Chairmen for including a ban on denying people coverage and on varying 
rates by health status, and for strictly limiting age rating in the Draft. AARP believes 
that if age rating is not seriously constrained with national health reform, insurers will 
likely charge higher rates to older people to substitute for rating based on health. 

If any age differential is allowed, AARP believes it should be narrow - no greater than 2- 
to-1, as in the Tri-Committee's Draft. In addition. Individuals living in states where no or 
narrow age rating is allowed today should not be disadvantaged as a result of national 
health reform. We strongly commend the Committee's leadership in striving to limit age 
rating bands to a ratio of 2 to 1 . Without such limits, those older Americans who find it 
most difficult or impossible to obtain coverage today may still be priced out of the 
market after health reform. 

We have serious concerns about the adverse impact on AARP members of alternative 
proposals to allow insurers to charge older Americans up to five times more than 
younger people. We question why age rating, especially as high as 5 to 1, is necessary 
when virtually all health reform proposals under consideration include risk adjustment to 
compensate for higher costs of enrollees who are sicker or older. Independent 
actuaries confirm that appropriate risk adjustment should mitigate the need for age 
rating. We would encourage broadening the risk pooling to minimize adverse selection 
beyond Exchange plans. 

Experience in Massachusetts indicates that without strict age rating limits and adequate 
subsidies, coverage would still be unaffordable for millions of older Americans 
Although Massachusetts capped rate variation for age at 2-to-1 , affordability remains a 
significant Issue for some AARP members. Even at a 2-to-1 age rating, the lowest 
priced “bronze” benefit package costs 60-year-olds between $420 and $575 per month; 
allowing even higher age-related rates would be an insurmountable barrier to coverage 
for the uninsured in this age bracket, whose median annual income Is just $30,000. 

Age is a poor proxy for income: older uninsured Americans do not have substantially 
higher incomes than younger uninsured individuals, whose median income is $28,461.^ 
Continuing to allow health care coverage to remain unaffordable to those who need it 
most is a serious societal problem 


■ Ihid, 
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Uninsured adults in their late fifties and early sixties experience worse health outcomes 
and use more services when they enter the Medicare program, and in the years before 
Medicare their uncompensated health care costs will continue to be shifted to those who 
have insurance. 

Hardship exemptions for those who cannot afford coverage are cold comfort for those in 
an age bracket where quality coverage is essential for maintaining health and avoiding 
preventable conditions that will only increase spending once these individuals become 
eligible for Medicare. Hardship exemptions mean people are still without coverage, and 
health reform must provide affordable coverage to those who have the most difficulty 
obtaining it in today's market-and that includes older adults. 

Subsidies: Shared responsibility is an important attribute of the proposed legislation. 

As the Draft proposes an individual requirement for obtaining health insurance and an 
employer requirement for providing health insurance, assuring affordability of plan 
premiums is essential if AARP is to support this legislation, Adequate subsidies for low- 
and moderate income individuals must be guaranteed. Subsidies must be adequate, 
available, secure and administratively feasible, and lake into account any higher cost 
related to any level of age rating that is allowed. 

For those who have the lowest incomes, we agree with the Tri-Committee approach that 
expansion of Medicaid eligibility is an efficient and effective way to assure quality 
coverage and access to care. AARP also applauds the Committees for establishing 
ways to give Medicaid beneficiaries the ability to receive coverage through private plans 
participating in the Exchange without losing the important beneficiary protections they 
receive under Medicaid. We believe It is essential that states should be required, as in 
the Draft, to provide wrap-around coverage in the Exchange. We also believe Medicaid 
should be the default option for Medicaid-eligible individuals who because of literacy, 
cognitive, or other issues do not make timely choices on their own. 

Subsidies should be set on a sliding scale so individuals and families pay no more than 
a certain percentage of income on premiums as well as other out-of-pocket health care 
costs. Thus, subsidy calculations should include both family income and actual 
premium costs that may vary by region or age. In our view, no one should spend more 
than 10% of their Income for health care, including premiums and all other out-of-pocket 
costs Those with more limited incomes should pay even less, with exemptions from 
cost sharing for the poorest for whom any cost sharing can create insurmountable 
barriers to care. In addition, in order for subsidies to remain affordable and sustainable 
overtime, we must also enact measures to manage skyrocketing costs. 

Premium credits and subsidies should be generous enough to effectively help those 
with modest incomes meet the responsibility to have qualifying coverage. They should 
be provided on a sliding scale reaching high enough that vulnerable families and older 
adults can afford both premiums and cost sharing. Otherwise, Americans will continue 
to face the prospect of being uninsured or underinsured and will be forced to seek a 
hardship exemption. Further clarification is needed on how the subsidy would work. 
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Benefit Packages: We strongly support requiring insurers to cover a broad range of 
essential benefits, as suggested In the Draft. AARP strongly agrees with the Tri- 
Committee that preventive services - including sen/lces necessary to manage chronic 
conditions that othenwise result in serious, expensive complications - should be 
provided with no or minimal cost sharing. We urge the Committee to also Include care 
coordination, disease management and other approaches to improve quality of care in 
the list of minimum services to be covered in order to help reduce spending for 
avoidable and costly institutional admissions, preventable complications, and errors - 
strategies that are particularly beneficial for people with multiple chronic conditions 

Individual and Employer Responsibility: The Tri-Committee Draft would require 
individuals to have health coverage that meets minimum standards and to report such 
coverage annually. Employers who do not provide qualifying coverage will be required 
to contribute to the cost of their coverage for their employees, including those who 
access forms of public coverage. Combining an individual mandate with an employer 
mandate takes advantage of risk pooling and reduces the overall cost of coverage. 

Also, requiring everyone to participate greatly reduces insurers' interest in underwriting 
based on age or health status and ensures that healthier individuals are included in the 
risk pool. As with other elements of health care reform, however, AARP can support 
these requirements only with the assurance of adequate subsides. We cannot support 
mandated coverage that people or businesses cannot afford - subsidies must be 
adequate, available, secure and administratively feasible 

Public Health Insurance Option: AARP has repeatedly stated its commitment to finding 
quality, affordable health care options for our members. At its most recent meeting, the 
AARP Board of Directors approved principles to help determine whether or not a public 
plan option can help meet that commitment. 

Based on the Draft, the Tri-Committee's public heaith insurance option appears to 
satisfy the following principles of bringing down health care costs and improving value of 
U.S. health care spending by; 

• Providing access to quality care for all; 

• Contributing to lowering all costs, 

• Preserving choices of providers with adequate network to support access to care; 

• Ensuring accountability and transparency in its operations; and 

• Operating through a public-private partnership. 

We understand the Tri-Committee’s desire to encourage providers to participate in the 
Exchange by temporarily paying them rates based on but higher than current Medicare 
rates. However, we support the temporary nature of this requirement. AARP believes it 
is critically important that the public health insurance option should In no way negatively 
affect Medicare beneficiaries' access to providers. 

We also agree with the Draft that the public option should play by the same rules as 
private insurers, and that the entity running the Health Insurance Exchange should not 
operate the public option. 
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Strengthening and Improving Medicare 

Approximately twenty million AARP members rely on Medicare for their health 
coverage.^ They spend on average about 30% of their out-of-pocket spending on 
health care - six times more than people with job-based coverage,® and those who 
cannot afford supplemental coverage face bankruptcy from high medical bills because 
Medicare has no upper limit on cost sharing. More than half of all Medicare 
beneficiaries have annual incomes below $20,000,® and the economic security of older 
Americans has only worsened in the economic downturn. 

Medicare is a vital program that health reform must strengthen and make more 
affordable, both to ensure that current beneficiaries can get the high quality care they 
need and to sustain the program for future generations. AARP commends the Tri- 
Committee's recognition that strengthening and improving Medicare is essential to 
effective health care reform, and Is pleased that many of AARP’s key Medicare goals for 
health care reform are included in the Draft. 

Congress also needs to wring waste and inefficiencies out of Medicare - while 
improving quality and protecting beneficiaries - to keep it affordable for both 
beneficiaries and taxpayers. The following are important Medicare changes that AARP 
believes should be included in comprehensive health care reform; 

Lowering Rx Costs: AARP applauds the Tri-Committee's leadership for recognizing the 
importance of closing the Medicare doughnut hole. Medicare beneficiaries face 
disproportionately high out-of-pocket costs and closing the doughnut hole will go a long 
way to remedying this problem. The Draft proposes to reduce and, over time, actually 
eliminate the doughnut hole in Part D, This will be an important change for beneficiaries 
as it will save them thousands of dollars in drug costs and keep them healthier by 
ensuring they can afford their medications. 

Of course other steps are also necessary to lower drugs costs, and each of these steps 
will make closing the doughnut hole easier and improve access to pharmaceuticals 
generally. These include: 

• Expanding access to generics, including creation of a pathway for generic biologies; 

• Requiring drug companies to provide Medicaid rebates for dual eligibles in Part D; 

• Secretarial Negotiation of Drug Prices; 

• Discounting the cost of brand name drugs for beneficiaries in the doughnut hole as 
announced by the White House along with Senators Baucus and Dodd; and 

• Safe Importation of Drugs. 

Making Medicare More Affordable. In addition to lowering the out-of-pocket costs for all 
beneficiaries, it is essential to use health care reform to improve the patchwork of 


* This number represents nearly half of the program's total beneficiaries. 

® Health Affairs. Setting a Standard of Affordability for Health Insurance Coverage. June 4. 2007 
® U S. Census Bureau 2008 Current Population Survey Annual Social and Economic Supplement. 
Table PINC-01. 
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programs that help low-income Medicare beneficiaries pay for prescriptions, premiums, 
deductibles, and other health costs. 


The Draft proposes to do this in a number of key ways: 

• First, it raises the income threshold for assistance to 150% of poverty, helpfully 
making the standard the same across programs. 

• Second, it eliminates the stringent asset tests that prevent people who did the right 
thing and saved a small nest egg for retirement from receiving vital assistance. 

• Third, it makes sure beneficiaries know that these low-income assistance programs 
exist and simplifies the application process to ensure that our most vulnerable 
beneficiaries get the help they need. 

Keeping Medicare Sustainable: Skyrocketing health care costs, not the aging 
population, are the main driver of Medicare spending increases.^ These spiraling costs 
must be reined in soon in order for the program to serve future generations. Without 
reform. Part B premiums - which have more than doubled since 2000 - will continue to 
absorb a growing share of the incomes of beneficiaries. Also, the current economic 
crisis is deteriorating Part A Trust Fund solvency even further. 

Medicare Advantage was created to provide more choices, greater care management 
and savings for Medicare beneficiaries. There is much about Medicare Advantage that 
is commendable and should be preserved, but the program has become too costly, 
even wasteful, at a time when the Medicare program cannot afford any waste. AARP 
applauds the Tri-Committee’s proposal to end the overpayments to Medicare 
Advantage plans. We also want to commend the Tri-Committee for recognizing that 
these overpayments must be eliminated with minimal disturbance to benenciaries. 

Fortunately, there are many proposals to improve the quality of the care in Medicare 
and also save money for both beneficiaries and taxpayers. With this in mind. Congress 
must pursue these solutions now, as an integral part of health care reform. AARP 
commends the Tri-Committee for including so many of these solutions in the Draft: 

• Revising the way Medicare pays doctors and hospitals to reward high quality care 
rather than how much care is provided, including through a "medical home" pilot and 
an "accountable care organization" pilot as well as bonus payments for quality, 
quality reporting requirements and higher payments for efficient geographic areas: 

• Working to reduce unnecessary re-hospitalizations through payment changes; 

• Improving care coordination for dual eligibles; 

• Reducing waste, fraud and abuse and creating effective systems for doing so into 
the future; and 

• Reforming physician payment rates by permanently addressing the SGR. 

Strengthening the primary care workforce is an essential part of ensuring the provision 
of quality affordable health care for all. The Draft recognizes this by increasing rates for 


^ Congressional Budget Office. The Long-Term Ouliook for Health Cate Spending. November 
2007 
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certain primary care services and creating initiatives that will shape the health care 
workforce for years to come. Going forward, effective practice models In Medicare that 
emphasize, encourage, and improve primary care should be expanded and incentives 
should be created to encourage individuals to practice in primary care. Interdisciplinary 
care teams also should be encouraged, as they can provide quality care for individuals 
and recognize the valuable role and contributions of a variety of care providers. 

We applaud the Tri-Committee's recognition of the importance of strengthening the 
nursing workforce and are pleased that the Draft provides up to $220 million a year 
within the Public Health Investment Fund for this goal. We also urge Congress to 
modernize Medicare's support for nursing education to produce more highly skilled 
advance practice nurses, including those who deliver primary care, preventive and care 
coordination services to address the needs of an aging and diverse population. 

Reducing Costly Hospital Re-Admissions through a Medicare Transitional Care Benefit: 
More than 20% of older Americans suffer from five or more chronic conditions that 
account for 75% of total Medicare spending, mainly due to high rates of hospital 
admission and readmission. One-fifth of Medicare beneficiaries were re-hospitalized 
within 30 days of discharge, one-third were readmitted within 90 days, according to a 
recent New England Journal of Medicine study (April 2009). Half of those re- 
hospitalized within 30 days had not seen a doctor since discharge. The study estimated 
that Medicare spent $17.4 billion on largely preventable re-hospitalizations in 2004. 

Transitions, such as those from hospital to home, are risky. Patients discharged without 
transitional or follow-up services frequently report difficulty remembering clinical 
instructions, confusion over correct use of medications, and uncertainty over their 
prognosis. Without assistance, most family caregivers lack the knowledge, skills and 
resources to effectively address the complex needs of older adults coping with multiple 
coexisting conditions. Preventable hospital admissions often result from poor 
communication among older adults, family caregivers and health care providers. 

Patients often report getting conflicting instructions from different providers. 

The Draft contains a medical home pilot that will help enhance continuity of care and 
also uses payment policy changes to help put systems in place to address unnecessary 
hospital readmissions. Ultimately. AARP believes that a more comprehensive approach 
to resolving transitional care issues would ensure that the highest-risk Medicare 
beneficiaries receive transitional care services they need to help keep them out of the 
hospital and improve their quality of care. We therefore urge that the AARP-endorsed 
Medicare Transitional Care Act (H.R. 2773) be included in the final Tri-Committee 
health reform bill. H.R. 2773 specifically targets beneficiaries at highest risk for hospital 
readmissions or poor transitions, such as individuals with multiple chronic conditions, 
cognitive impairment, depression, or a history of multiple re-hospitalizations. The 
Medicare Transitional Care Act would fit well with re-admissions policies proposed by 
the Tri-Committee. AARP believes that, together, these initiatives will save — not cost — 
federal health care dollars, and we look forward to working with the Tri-Committee to 
achieve these savings 
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Multiple, rigorous trials show transitional care services for older adults with chronic 
conditions can significantly improve outcomes, prevent hospital readmissions, reduce 
costs and increase patient satisfaction. For example, a randomized controlled clinical 
trial of the “Transitional Care Model" demonstrated significantly lower re-hospitalization 
rates from all causes sustained through 12 months and a 39% reduction In total health 
care costs for net savings of $4,845 per patient after one year. Patients age 65+ with 
heart failure received transitional care services (e.g., face-to-face visits and telephone 
follow-up) coordinated and delivered by an Advanced Practice Nurse (APN) for 60 days 
following initial hospitalization.^ 

Under the Medicare Transitional Care Act, a nurse or other health professional would 
lead an interdisciplinary care team in: 

• assessing the needs of the high-risk individual and their primary caregiver and 
developing a comprehensive care plan, 

• providing home visits and coordinating care with providers across settings, 

• teaching self-management skills and assisting with medication management, 

• arranging and coordinating community resources and support services, and 

• accompanying the individual to follow-up physician visits as needed. 

These services would be available to high-risk individuals during their hospital stay and 
up to 90 days after discharge. Performance measures would be established with public 
reporting and payment established based on these measures. 

Reducing Racial and Ethnic Disparities: Reducing racial and ethnic disparities is 
essential to ensuring that all Americans receive the high quality care they deserve. The 
Draft takes important steps to address disparities, including issuing requirements for the 
collection of racial and ethnic data and providing temporary grants for reimbursement of 
translation services in Medicare. Ultimately, the capacity of the Office of Civil Rights 
must be strengthened in order to enforce both new and existing federal language 
access requirements, It is also essential to increase cultural diversity and competencies 
in our nation's health workforce. 

Long-Term Care 


Strengthening long-term care (LTC) or long-term services and supports (LTSS) also 
must be part of health reform. AARP believes all Americans should have the choice to 
get needed care and services at home because 89% of Americans age 50+ want to live 
at home as long as possible. This is also critical for cost containment as. on average, 
Medicaid can support nearly three older people and adults with physical disabilities in 
home and community-based services (HCBS) for the cost of one person in a nursing 
home. In addition, states that invest in HCBS can, over time, slow their rate of Medicaid 
LTC spending. Incentives to encourage states to invest in HCBS and balance their LTC 


® Mary Naylor, et al. “Transitional Care of Older Adults Hospitalized with Heart Failure: A 
Randomized Controlled Trial." Journal of American Geriatrics Society, May 2004; 
52:675-684 
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systems, such as an enhanced Medicaid matching rate, are important, as are financial 
incentives to strengthen state infrastructure and service systems. 

Support for family caregivers is critical, as they help individuals live at home and delay 
or prevent stays in generally more costly institutional settings At any given point, about 
34 million family caregivers provide and coordinate care to loved ones at home - unpaid 
assistance with an estimated economic value of about $375 billion in 2007, which 
reduces spending on inpatient, home health and skilled nursing facility care. 

AARP is pleased to see many provisions to improve nursing home quality and 
accountability, such as: 

• improved information on ownership, inspections, and payroll-based staffing data; 

• additional information on Nursing Home Compare; 

• a standardized complaint form and improved complaint resolution; 

• stronger penalties; 

• improved notification of facility closure; and 

• improved staff training. 

We look forward to working with the Committees to further Improve these provisions. 

HCBS services are cost-effective, what people want, and provide consumers with 
greater choice and control to help them live independently in their homes and 
communities. We strongly urge that provisions to expand HCBS and support family 
caregivers are included in comprehensive health reform. Specifically, provisions such 
as the following from the Empowered at Home Act (H R. 2688/S. 434) and the Retooling 
the Health Care Workforce for an Aging America Act (H R. 468/S. 245) should be 
included in health care reform. 

It is also vital that the Committee consider other changes that will be made to Medicaid 
and their impact on optional services, such as HCBS. We caution against changes in 
Medicaid that could cause states to reduce HCBS, as they are “optional” services that 
states are not required to cover, but they are critical to older adults and people with 
disabilities. We also encourage the Committee to consider policy options that give 
people more choices to help them pay for the services they need to live independently 

Conclusion 


The Tri-committee Draft marks substantial progress toward our shared goal of enacting 
comprehensive health reform legislation. While many challenges remain, we and other 
stakeholders share a broad and growing consensus that any differences should not stop 
us from finding common ground and enacting comprehensive reform this year. The 
status quo is unsustainable and we cannot afford to fail. We again thank you for your 
leadership and look forward to working with this Subcommittee and all of Congress to 
enact comprehensive health reform legislation this year. 
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Chairman RANGEL [Presiding]. Let me thank you for your lead- 
ership in helping us to get to at least where we are today. 

And I call on Mr. Johnson, who is the Senior Vice President of 
Labor, Immigration and Employee Benefits for the Chamber of 
Commerce. We need you. 

STATEMENT OF RANDEL K. JOHNSON, SENIOR VICE PRESI- 
DENT, LABOR, IMMIGRATION AND EMPLOYEE BENEFITS, 

U.S. CHAMBER OF COMMERCE 

Mr. RANDEL JOHNSON. Thank you, Mr. Rangel and Ranking 
Member Camp and Members of the Committee. I appreciate this 
opportunity to testify. The Chamber is the world’s largest business 
federation, representing more than 3 million businesses of every 
size and sector across the economy. I think more importantly I 
want to note that half of Americans do receive their health insur- 
ance voluntarily provided by their employers. And the Chamber is 
committed to improving the health care system by lowering cost, 
improving quality and expanding coverage. 

There are a couple of issues that I want to bring up in my oral 
statement. I also have a written statement which is a little longer. 
But I want to address process, the employer mandate, and the so- 
called “public option,” which has already been much debated here. 

As far as process goes, we understand a need for urgency but lets 
put it on the table. Only a few days ago, this bill was released. It 
is 850 pages long. We all enjoyed our weekends trying to get 
through it, but there are many parts that we still do not under- 
stand. 

It is clear that the bill is going to be rushed to the floor. Mark- 
ups currently have already been scheduled for next week and the 
week after, and there will not be adequate time for consideration 
or certainly deliberation by the Chamber’s Employee Benefits Com- 
mittee or my many members. 

I did work on the House Labor Committee 10 years ago when 
Mrs. Clinton submitted her bill for consideration to the Congress. 
She was much criticized for that process because it came up here 
almost as a fait accompli, but it was the subject of many hearings 
in many, many committees, including this one. And looking back 
on that, I would say it was a bit of a model of transparency as com- 
pared to the process we are faced with today. 

So we do hope that the process will be slowed down a bit. We 
know what the White House is saying and the schedule that the 
President has set for the Congress, but we do believe we need more 
time to consider a bill of this length. 

There are many good ideas. We would like to be able to support 
a bill as it goes to the floor, but it is going to take some work. 

With regard to the employer mandate, certainly that is our num- 
ber one issue, along with the so-called “public option.” We oppose 
the pay or play mandate that is in this bill. I was astounded, frank- 
ly, when I read this weekend that it imposes an 8 percent penalty 
on employers, let’s call it what it is, it is a penalty or tax, if they 
don’t participate in the so-called “play” part of the mandate. What 
is 8 percent? Well, that is a lot of money. Quick back of the enve- 
lope, 8 percent on someone making $40,000 a year is $3,200. If you 
have 20 employees, that is $60,000. That is a lot of money for a 
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small business to pay in addition of course to the FICA taxes they 
are already paying. 

We realize that is based on the Massachusetts model, which has, 
by the way, been roundly criticized by both the left and the right. 
In the Massachusetts model, however, the penalty was about $300 
per employee, not certainly 8 percent of payroll. 

We think that this sort of imposition on businesses for those who 
cannot afford it, and not all businesses can afford health care or 
pay this kind of penalty, is going to be one more incentive frankly, 
and I will say it, for businesses to move overseas. 

One of the worst aspects of this proposal is a very peculiar provi- 
sion, which allows employees who are part of the employer plan to 
actually cash out and move to the so-called public option. And ap- 
parently, as we read the bill, this provision would say that the em- 
ployer must in fact pay for that cash out. Obviously, an employer 
cannot plan on that basis, where employees move in and out. 

We are always concerned of course about the minimum coverage 
provisions defined in this bill, which is set by this ubiquitous board 
of all-consuming powers, which many others have talked about. 

The public option, much discussed in the first panel, I will not 
belabor it, I will just say it is called a “public option” for a reason. 
It is because one way or the other, it is going to have government 
support. Let’s face it, if this plan goes bankrupt or does not have 
enough premiums coming in, the government is not going to let it 
go by the wayside and die. The government will step in and save 
it. It is not going to be taxed like private sector insurance compa- 
nies are. It is a public plan, it is a government-supported plan, and 
that is why we call it a “public option.” 

Many supporters believe that a public plan is necessary. I think 
our position is let’s walk before we run. Let’s see how the insurance 
market reforms work, combined with the gateway, et cetera, and 
other kinds of reforms in this bill and let’s see how they work be- 
fore we move to this so-called new sort of Medicare-like option ap- 
plicable to the entire public. 

With regard to paying for reform, I know there are a lot of taxes 
on the table. It is no surprise that the Chamber is not too sympa- 
thetic to new taxes on our members. We have gone through a list 
of those in the written statement, and I will not go through those 
in my oral but each one of course is new money from the bottom 
line that employers like to use for hiring new workers, expanding, 
providing benefits voluntarily, which they already do, and creating 
work for American workers. 

Now, that does not mean the Chamber is opposed to health care 
reform. Our members are paying the money for increasing health 
care costs. We want to continue to do that. We want to continue 
to cover our workers, so we support reform. But the public plan, 
the employer mandate, is something we cannot support. Peter men- 
tioned many improvements in the system that we can go along 
with that are in this bill. Other provisions, such as medical liability 
reform, we would like the Committee to look at. We are ready to 
work with this Committee and the other three in the Congress, the 
jurisdiction of the other two, but we would ask the process be de- 
layed a bit. Let’s take our time to get this 850-page bill right. And 



143 


let’s not do any harm before we move on and pass this legislation 
on to the President. 

Thank you, Mr. Chairman. 

[The prepared statement of Mr. Randel Johnson follows:] 
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The U.S. Chamber ot'Commerce is the world's largest business federation, 
representing more than three million businesses and organizations of every size, 
sector, and region. 

More than 96 percent of the Chamber's members are small businesses with 
100 or fewer employees, 71 percent of which have 10 or fewer employees. Yet, 
virtually all of the nation's largest companies are also active members. We are 
particularly cognizant of the problems of smaller businesses, as well as issues 
facing the business community at large. 

Besides representing a cross-section of the American business community 
in terms of number of employees, the Chamber represents a wide management 
spectrum by type of business and location. Each major classification of American 
business - manufacturing, retailing, services, construction, wholesaling, and 
finance - numbers more than 1 0,000 members. Also, the Chamber has substantial 
membership in all 50 states. 

The Chamber's international reach is substantial as well. We believe that 
global interdependence provides an opportunity, not a threat. In addition to the 
U.S. Chamber of Commerce's 1 01 American Chambers of Commerce abroad, an 
increasing number of members are engaged in the export and import of both goods 
and services and have ongoing investment activities. The Chamber favors 
strengthened international competitiveness and opposes artificial U.S. and foreign 
barriers to international business. 

Positions on national issues are developed by a cross-section of Chamber 
members serving on committees, subcommittees, and task forces. Currently, some 
1,800 business people participate in this process. 
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by 

Randel K. Johnson 

Senior Vice President, Labor, Immigration & Employee Benefits 
U,S. Chamber of Commerce 
June 24, 2009 

Chairman Rangel, Ranking Member Camp, members of the Ways and Means Committee, 
thank you for the invitation to testify at this hearing. I am Randel K. Johnson, Senior 
Vice President of Labor, Immigration and Employee Benefits at the Ll.S. Chamber of 
Commerce. The U.S. Chamber of Commerce is the world's largest business federation, 
representing more than three million businesses of every size, sector and region. More 
than half of all Americans receive health insurance benefits voluntarily provided by their 
employers, and the Chamber is committed to reforming the health system to lower costs, 
improve quality, and e.xpand coverage.' 

Process 

The Chamber applauds Congress for making health reform a priority. However, we have 
grave concerns about the process being used to advance this legislation. This Committee, 
in cooperation w ith the two other committees of primary jurisdiction, crafted the 
legislation before us today behind closed doors. On Fnday June I9'^ only a few days 
ago. you released a more than S50-pagc bill, and although it still contains significant gaps 
(including missing cost estimates and expected offsets), already we arc engaged in 
hearings, with markups no doubt quickly following, and the bill will be rushed to the 
floor without proper time for consideration and revision. 

As you rush to pass the most sweeping changes ever to the health sector, which 
encompasses more than 16 percent of the U.S. economy, consider that in comparison 
Congress spent almost a decade devising and refining the Family and Medical Leave Act. 
which provides 12 weeks of unpaid leave, a much more straightforward, and less 
controversial concept. Now, Congress seeks to impose ma.ssive and incredibly complex 
new health care mandates and restructuring apparently in less than four months. In this 
regard, I have to note that I was working for a committee on the Hill when Mrs. Clinton’s 
plan was being considered I S years ago, and she came under much criticism for drafting 
the plan behind closed doors. However, that hill was allowed serious and full scrutiny by 
both Congress and the public with many hearings, and I would argue that it was a model 
of transparency and a full deliberative process compared to the absurdly accelerated 
process Congress is undertaking now. 


' See U.S. Census Bureau, Income, Povcny and llcalih Insurance Coverage in the United Stales 2007, p. 
20, hiiin, ,ovuw.ccn>u.s.eoi7nr\)d/200Xnubs'nri0.235.ndr 
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As I was reviewing the legislation this weekend. I found myself almost wistfully recalling 
the days when I was on the Hill, when legislation was actually introduced as bills and 
time was allowed for review and analysis before hearings and markups were called. The 
idea, not novel at the time, was that those affected by these initiatives would actually 
have time to provide well-developed and meaningful feedback to policymakers. 
Unfortunately, Congress now appears to be in n time when the more complex a piece of 
legislation is, the less time that is given for its analysis. 

While this paradox is sometimes justi lied as needed to pass legislation before its 
“opponents” can rally in opposition, it is actually a proce.ss which undermines democratic 
and open debate, a process which values “hiding the peanut" under the shell rather than 
revealing what lies beneath the shell. Finally, while many do dc.scribe our current 
situation with regard to health care as a "crisis." this is surely not the type of crisis which 
demands that Congress proceed on the schedule which the White House appears to be 
demanding. The tragedy ofSeptember 1 1'*', 2001 was a crisis which demanded swift 
action; problems with the health care system do not rise to this level, and the stakes are 
too high to rush to judgment under the cover of overwrought claims of saving the 
economy. 

The Chamber hopes that the sponsors of this legislation will conduct a process that truly 
engages stakeholders and discards this rush to legislate, and that they build legislation 
that solves the problems we face without creating massive new problems. Congress 
continuing on its current course is a recipe for failure, problems, partisan polities, and a 
continuation of the unsustainable, unacceptable status quo. 

The business community has been supportive of refonn for .some time now, as health care 
costs have continued to rise much faster than the rate ofinllation. Even as health 
insurance premium costs have more than doubled in the past decades, employers continue 
to pay S500 billion a year into the system voluntarily to cover employees.' It should be 
easy to draft a bill that employers can support - we are desperate in the face of these 
unsustainable cost increases. Unfortunately, rather than focusing on common sense, 
pragmatic refonns that both sides of the aisle could support, this legislation embodies a 
range of bad ideas that threaten to bring down many good initiatives which w'e do 
support. 

Employer Mandate ("Pay-or-Play”) 

First and foremost, the Chamber adamantly opposes the "pay-or-play” proposal that holds 
a Sword of Damocles over the heads of America’s Job creators, requiring them cither to 
provide some level of health insurance benefits (to be later defined by a government 
board) or surrender a huge eight percent of payroll to the government. This proposal will 


■ fcmployce Benelll Research Inslilute: “EBHI Daiabimk on Employee Bene/ils. Chopler 2: Eimmees 0 / the 

Employee Benepi Syxiem." Updated September 200S. 

him: 'wwrs.ebn.org^ntlPpiibliealiinis baok-s dalahuok.'l)tt.t'liapler*tSi21l02.pdl 

‘ To pul lhal amount in perspective, this new ia.\ would be more than the KICA contribution tax of7.65%, 
already being paid by an employer, h'urther. I'or e.\ample. an R% payroll lax on a worker's salary that is 
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hit hardest those husinesses that can least afford to take another hit, especially from the 
government, and especially svhilc we are trying to recover from one of the worst 
economic downturns in the nation's history. Talk of "shared responsibility” retjuirenients 
is disingenuous - employers spent $1,454.9 billion on employee benefits in 2007, or 
18.6% of total compensation. Employers spent $532.1 billion for group health insurance, 
and SI 99.9 billion on retirement income benefits in 2007.'* Employers are already doing 
their share and more. 

Such a broad new mandate will not incTcase coverage - rather it will lead to out-sourcing, 
ofT-shoring, hiring of independent contractors, .spinning-off small new companies, 
reducing workforces, and reducing W'ages. While we struggle to create jobs and stem the 
tide of layoffs, this bill represents a stimulus plan for India. Brazil, China, and other 
countries where workers will be available for more competitive rates.* 

Congress is divorced from reality on this issue - while such provisions make for good 
soundbites about taking from the greedy and giving to the needy, it is actually the 
poorest, and the lowest wage workers, who will feel the brunt of this new mandate. In the 
simplest tenninology, the pay-or-play requirement greatly increases the costs (and thus 
lowers the value) of low-wage workers.* In order to keep their total compensation aligned 
with their economic value, the workers w'ill have their wages reduced to account for the 
increa.sed benefits costs of hiring them - and in the many cases where this is 
impracticable due to other laws and circumstances, these workers will be laid off. or 
never hired in the first place.^ The RAND Corporation has estimated that depending on 


earning $40,lKlU is 53,200. Iflhc employer employed 20 additional workers ai the same rate, the 
employer's Lolal contribution in taxes would be 564,000. In addition to the F IC A tax paid by the employer, 
this i.s assuredly not an amount that can he absorbed as pelly ca.sh. 

* Employee neiielil Research I nstilute: "EBRI DmahtHik on Emphytv Bonetlli. Chopior 2; FInuncus of ihe 

Emphyev Benefit System'' Updated September 200S. 

http: ' wxsw.eb ri.o rp^pr lOpubheations bi K>kvdatabook.'n H.t 'hante r**-u2002.pdl' 

Further, of course, this new mandate is only one of many new obligations that Congress is considering 
Imposing on employers, with others ranging from paid family leave to expansion ofcivil rights laws to 
include unlimited punitive and compensatory damages, radical expansion of OSI lA criminal and civil 
penalties, and tacilitaling union organizing. 

” See Katherine Baicker and Helen Levy. "Employer Hetttih Imitrttttee Mttiulttles on J the Risk of 
Unemphymem" Working Paper No. 12528 (Cambridge, Mass.: National Bureau of Economic Research. 
October 2007), which concluded that rm employer mandate for health insurance would be passed on to 
workers in the form of lower wages, and reduced job opportunities, The study estimated that 224.000 
workers could become unemployed if firms were required to provide health insurance costing S2 per hour 
worked, on average. Also see Richard Burkhauser and Kosali Simon. "Heallheure Reform' The Economies 
of ‘Flay or Pay ' Employer Mamlates " Employment Policies Institute. September 14, 2007. Their study-, 
tvhich examined the elTeets of a combined increase in the federal minimum wage to S7.25 and a S3.00 per 
hour pay or play mandate (in 2005 dollars) for both part-time and full-time workers, ages 1 7-64. estimated 
that 750,178 workers could lose their jobs. .Mso sec Ellen Mcara, Meredith Rosenthal, and Anna Sinaiko. 
"Comparing, the Effects of Health Insurance Reform Proposals: Employer Mandates. Medicaid Expansions 
and Tax Credits." Employment Policies Institute. February 2007. which calculated that an individual 
mandate requirement coupled with the effects of an employer mandate for firms with at least 25 employees 
could potentially reduce employment by 1.7 million jobs and that under this same scenario, 2.8 million 
workers could be shilled from tiill-timc to part-time status. 

’ See Congressionai Budget Office: "Key Issues in Analyzing Major Health Insurance Proposals- 
December 2008". Available at: liltn.v 'www.eho.cov/llndoes, ‘J‘Kx'doe‘)‘-)24 12-I.S-Kev Issue.s.ndl . 
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firm size and the level of penally, new mandated coverage will cost $9.12 to SI 7.89 
billion in premium contributions by employers, and penally payments will be S4.23 to 
SI 2.48 billion.* 

This is because businesses that can afford to olTer benefits, do .so. Certainly, many may 
be driven primarily by a paternalistic desire to lake care of employees, but the vast 
majority of employers provide benefits because it is necessary to do so in order to be 
competitive. Benefit olTerings attract and retain the best employees, improve 
productivity, reduce the use of sick days, and ensure that employees are doing quality 
work. 

The businesses who do not olTer benefits are primarily very small, very new. or operating 
on very slim profit margins. If Congress exempts these businesses then the mandate will 
be inetTective at advancing your goals, yet if you do not, these businesses will have to 
low er their head counts or close their doors. This begs the question of why Congress 
insists on these provisions. Regardless, the Chamber (which is comprised of 96 percent 
small businesses) will oppose a mandate no matter who is carved out - we are all too 
familiar with how these carve-outs work: they initially help to divide and conquer a 
constituency, then they shrink and shrivel. 

One of the worst aspects of this proposal is that it includes a de facto "cash-oul" for 
employees who opt out of employer coverage, and obtain coverage througli the exchange. 
This creates a situation in which employees can be driven to the exchange w ith 
goveniment subsidies, which will be especially valuable for the youngest, healthiest 
workers. Employers will then have to contribute what they otherwise would have spent 
on their benefits to the exchange. This is a recipe for adverse risk, inability to plan, 
employer plan death spirals, and the end of any notion of “keeping the plans you have.” 

Despite speculation on this issue by the Congressional Budget Office, virtually the only 
actual implementation of such a mandate thus far in the U.S. has been in the state of 
Massachusetts, where the pay-or-play program failed to generate significant revenue. 
Under that mandate, assessments on employers were expected to bring in $45 million in 
its first year and $36 million in 2008.'’ It failed to bring in any revenue in 2007 and Just 
$7 million in 2008.'" 

In fact, an analysis done for the Office of Health Policy in the Department of Health and 
Human Services found that a payroll tax of 8% would cause more than 37 million people 
to be shifted into government-run or administered plans, as employers would pay rather 
than play." This would constitute a massive disruption in health insurance. 


* RAND COMPARE: "Effects ofEmplmvf Maiukiletl Policy Options- Deccnthcf 30. 200Hr Available at: 
lilln: '«u\\.r.iiidvpmP3iv.oru<aiiiil\sivnie<.h3nisni'i:iiinlover maiulaic . 

“ John Hurst. “Small Businesses Pav for Plan's Shortcomings." Boston Glohe. August 18. 2008. 

'“Id. 

" Cost and Coverage: The Impact of implementing Various State Ht”dlth Care Reform Proposals 
Nationally. Ofllce of 1 lealth Policy, Office of the Assistant Secretary for Pl.inning and Evaluation, U.S. 
Depanmcni of Health and Human .Services. Summer 2(108. 
httn:aspc.hhs.ut*v. 'health ’ rcnmtvtlS/reform/rervtrt.ndf 
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A better, smarter approach would be to focus on bringing down the costs of health 
insurance, and encouraging individuals to obtain coverage. This would bring market 
forces to bear on employers, as their employees « ould ask anew for benefits that satisfied 
their individual requirements, without hurting the economy - while also helping more 
people to obtain insurance and making health care more affordable for all. 

Minimum Coverage (*‘ls.ssential Benefits”) 

Even businesses that already offer generous benefits are determined not to be burdened 
by government-mandated levels of benefits and prescriptive instructions on how benefits 
must be designed. Because most government employees enjoy the extremely expansive 
FEHBP (Federal Employees Health Benefit Plan), there is an apparent belief by some in 
Congress that it makes sen.se to force all businesses olTcring benefits to approach the 
oficrings of FEHBP. However, this would be completely unaffordable and impractical. 
The design of benefits is a decision that needs to be let) between employers and 
employees. Government-dictated one-size-fits-all plan designs will be disastrous for 
business - to suppose that a computer programming company and a coal-mining 
company require or can afford the same kinds and levels of benefits reveals a lack of 
understanding of the realities faced by businesses and working Americans. 

We are especially concerned about proposals to anoint a new committee of unelected 
bureaucrats, die majority of w hom will have had no experience in designing benefits 
plans, who will basically make laws regarding required levels of benefits. Although 
Congress may feel an urge to punt this controversial issue to an outside "public-private” 
group, it is too important, and too critical for imderstanding the true potential impact of 
legislation to be simply handed off 

As we again look to Massachusetts, we see many problems which indicate that this model 
is hardly one to follow. Costs have primarily risen for individuals, as under the 
mandatory insurance scheme, the government must define what constitutes an acceptable 
insurance policy.*" As special interests have lobbied for inclusion in the "minimum 
benefits” package, mandated benefits have raised the costs of health insurance by 23 to 
56 percent.'^ The Massachusetts Division of Health Care Finance and Policy released a 
study that showed that mandated health insurance benefits cost insurance purchasers 
about SI .3 billion or 12 percent of their premiums each year.*'' 


'* Paul fisich. “Mandatory Health Insurance: Wrong for Massachusetts. Wrong for .\merica.” The 
Ohjifcliw Standard, Fall 2(K)8 Vol.3 No.3. http://vs\v\N ■thcobiccii\ cstandurtl.com, is.sucs-’2<Ml8> 
rall/mandatorv-hcalih"i»surancc.asp 

Vicioria Bunco and J,P. Wicske. 'Health Insurance Mandates m the States 2009,” Council lor 
AlTordabIc Health Insurance, p. 4*7. 

Massuchussetts Di\ision ofMcalih Care Finance and Policy. "Comprehensive Review of Mandated 
Benefits in Ma&sachussens: Report to the Legislature "July 7, 2008. 
h ttp: s^^v^^.ma^^■^tn/^•c<>hh^2/d«'cs/dhclp r‘pub.vmnndjtcs,'comD re\ inanJ henclits.mjr 
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Government-Run Insurance Plan (“Public Option") 

This legislation contains an especially troubling incarnation of a proposal to create a new 
government-run health insurance plan to "compete" with the private sector. This Hies in 
the face of common sense. 

Recent studies continue to find that government cannot and would not compete on a level 
playing field w ith private competitors in the insurance market. Government preigrams 
tend to hide administrative costs by outsourcing to various other departments and 
agencies, forcing individuals, cnrollecs. and participating businesses to pick up the slack. 
Government costs are artificially low due to cost-shifting to private payers - the 
consulting firm Milliman recently found that private insurance costs 20-30 percent more 
because of underpayment by govcmmcnl payers.'* Proponents of government plans 
usually cite MedPAC reports that say government plans pay fairly and private plans 
oveqjay - however, numerous providers, hospitals and businesses have reported to the 
Chamber that private payers tend to support public plan enrollees, and reductions in 
payment from private plans (or increased enrollment in public plans) would be likely to 
put many out ofbusiness, or at least to severely curtail access to care. The fact that this 
proposal would directly use Medicare rales is extremely dangerous. 

This would be compounded by the problem of a massive shift from the private sector to 
the public sector. The Lew in Group actuarial firm recently found that lens of millions 
would be drawn to a public plan by artificially low premiums - a situation that would 
only worsen the already debilitating cost-shift private payers experience."’ A loss of 1 19 
million Americans from the private sector to the public sector, together with the cost- 
shifting that will occur, would devastate the remaining private sector, and likely could 
lead to the inevitable govemmenl-run insurance “option” as the only option available. 

A recent report by the Pacific Research Institute indicated that Medicare's costs have 
risen one-third more, per patient, than the total of all health care costs in America apart 
from Medicare and Medicaid.” Tliis further research suggests that a govenimcnt-run 
public plan option would not curtail costs for private health insurance, and could indeed 
lead to further cost-shifting. 

The business community joins most Americans in opposing a “public option" that would 
likely be an unfair competitor or lead us toward government-run health care for all. A 


" Haspiul & Physician Cost Shift. Payment Level ComparLson ol Medicare. Medicaid, and Commercial 
Payers. Millitnari, DceembcT 2008. hM p: ’’NVAvvv.aliip.org/Coiuciu Lierault.j.sp\'-*dt>c>d-25 2 H> 

The Cost and Coverage Impacts of a Public Plan: Alternative Design Options. Lewin Group stall* 
working paper #4. April 2(K)9. 

htt p : '’www. lewin. conVL'onlciu/nublk'mionsTcvvin(.t»sLandC'ovcragclmpat:t>t)tPuhlirPlan- 
Aheni8livc*i^i>2()De8ntnOpllons.pdt 

^J^ffrey A^ersom Medicare Costs Hav-e Risen Far More Than the Costs of Private I leallh Care. The 
Pacilic Research Inslitulc, Health Policy Prescriptions, Vol 7. No.Oft, June 200^. 
hiip://liberty.pacificresearch.org/pub]ieaiions/mcdicare<osis«have*risen-far-morc*than-tbc*coMS“Of« 
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recent poll by the Kaiser Family Foundation found that while Americans are initially 
open to a "public option.” when they learn that it might have an unfair advantage over the 
private sector or that it might lead to single-payer, they strongly oppo.sed it.’* Worse, this 
bill would create a govcmmcnl-run insurance plan that talks, walks, and pays like 
Medicare - despite the fiict that proposals to enact Medicare-for-all have failed 
repeatedly, nearly every Congress for as long as most of us can remember. 

Public plan proponents have continually changed their justification for the need for such 
a plan. First they said it was necessary to give new options to people who currently lack 
options in the insurance market - but the creation of a connector or exchange would solve 
this problem. Next they said it was necessary to "keep the private plans honest" - but 
private plans are going to be aggressively regulated (no more preexisting conditions, 
guaranteed issue and renewal, community rating), so this became another moot point. 
Next they said a public option was the only way to control costs and iinplement delivery 
system reforms, but it is apparent that public plans “control costs" by driving down 
reimbursement to providers, and this simply results in increased costs to the private 
sector. We can find no meaningful Justification for creation of a new government-run 
insurance plan other than to gut the private market and bring a large portion of America 
into government-run health care. Whether or not this proposal is a Trojan horse for 
single-payer health care, it is apparent that its cause is ideological, not pragmatic or 
driven by a desire for market competition or good health policy. 

ERISA Changes 

The reason so many employers arc able to offer quality, alTordablc health insurance to 
their tens of millions of employees is that the Employee Retirement Income Security Act 
of 1974 (ERISA) allows them to administer uniform benefits across state lines, with 
maximum flexibility to allow employers to design plans that meet their employees’ 
needs.” This proposal would threaten the success of ERISA plans by apparently allowing 
a new host of lawsuits under state law, revisiting many issues raised by the Patients’ Bill 
of Rights of past Congresses. Obviously, ifthis is true. W'e would be very troubled by 
these provisions. 

Congress should be focused on lowering the costs of health care and expanding access to 
those currently without coverage. Why is there an effort to interfere with the parts of the 
system that arc working well? The Chamber views such initiatives as counterproductive 
at best, and at worst, elTorts to force more Americans out of private, voluntary employer- 
provided coverage, and into a government-run exchange that will inevitably drive 
indiv iduals into a government-run insurance plan. These solutions in seamh of a problem 
will cause unnecessary disruption in current plan offerings - contrasting with the claims 


Kaiser Family Foundation Health Tracking Poll. April 200d. 
liUp:. v\wn.klF,()ru'kaisemnlls/uolo ad/7 X9l.ntir . 

Over a hundred million Americans have health, retiremem and other valuable benefits voluntarily 
provided by their employer under a nationally unifomt Iramework established by the Employee Retiremem 
Income Security Act. Sec National Coalition on Benefits; About the Coalition. Available at: 
hitn: vv.coalitiononhenefils.oru/Aboul.’ 
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of ihe President and many leaders in Congress that "if you like the plan you have, you 
can keep it.” 

Offsets and Pay-Fors, Fiscal Responsibility 

Under the leadership of Speaker Pelosi, Congress made the bold and fiscally responsible 
decision to olTset new spending and operate under a pay-as-you-go structure to avoid 
increasing the deficit. 1 lowever, this and other pending legislation show that Congress did 
not get the right message - the right recipe for a good economy is not to tax and spend 
our way through the roof Rather, we should spend smarter, write more targeted 
legislation, realign current funds already in the system, and reduce the dctlcii through 
restraint and responsibility. 

This proposal may end up appearing deficit neutral on its face, but only because there are 
numerous proposals to pair it with massive new taxes. These taxes would he devastating 
to the economy, to businesses, and to the workers they employ. Among these wrong- 
headed proposals is a movement to create a European-style Value-Added Tax (VAT), A 
VAT would have negative implications throughout the economy, particularly hurting 
those with the lowest incomes, who would sec the same increases in the costs of aflccted 
goods that those with higher incomes would see. This would hurt the already lowered 
consumption levels we are currently experiencing, lengthening the economic downturn. 

Proposals to tax sugary drinks and alcohol would be similarly regressive. The revenues 
gained under such a proposal would come directly from those with the lowest incomes 
who have the tcwc-st options to purchase and the least time and ability to change their 
dietary habits. These would also he the people most likely to further forego needed care if 
health expenditures through tax-free vehicles like Flexible Spending Arrangements and 
Health Savings Accounts were threatened. 

Proposals to tax employee health benefits would also have extremely negative 
reverberations in the economy. These taxes would fall directly on workers, who would 
see their taxable income increased - although employers would also see FICA and 
payroll taxes increase, and would have to pass some or all oftliose costs on to the 
workers. 

To alleviate this pressure some in Congress are proposing that only certain individuals 
have their benefits taxed - an administrative nightmare for employers and a recipe for 
bad health policy. Worst of all, some are proposing to give union workers a pass, thus 
directly taxing every non-union American worker to subsidize generous union benefits. 
Over the past several months of investigation, it has become increasingly apparent that 
there is no simple, fair, or good way to tax employee benefits without causing disruption 
in health insurance. 

Congress’ profligate spending has placed a serious strain on the good name of U.S. 
dollars and has made us a laughingstock to our creditors - just the other day, when 
Treasury Secretary Tim Geithner promised a Chinese audience that investments in the 
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United Stales were safe and smart assets, they laughed at him. Perhaps they have realized 
that despite the already tens of trillions of dollars in unfunded liabilities in our health 
programs, many in Congress are insistent on spending another trillion dollars or two on 
health care, which is sure to balloon out of control, as most of our government's health 
care spending has done. 

The root problem here is not dial Congress is having trouble finding palatable ways to 
raise taxes by more than a trillion dollars - it is that Congress is trying to spend more than 
a trillion dollars. Tax credits to families of four making more than 588,000 a year, 
expansion of Medicaid, a plethora of new boards, panels, committees, and irresponsible 
and unaccountable new multi-billion dollar funds... this litany constitutes a massive 
overreach. Finding insurance for the unin.sured would co.sl a small fraction of this 
number, and implementing the necessary insurance market and delivery reforms to 
improve the system would also constitute a much smaller spend.'" All of this leads to a 
conclusion that Congress should lake this legislation back to the drawing board. 

Reform VVe Can All Believe In 

There is no reason for Congress and stakeholders to gel .stuck in this ideological morass; 
if we let go of the massive spending overreach, the partisan politics embodied in creating 
a government-run insurance plan and forcing employers to provide health insurance, and 
the govemment-knows-best attitude that leads to urges to pierce bRISA and create new 
committees with massive powers, there is still room and lime to pass meaningful reform 
that all stakeholders can and should support. 

Congress has rightly recognized that now is the lime to reform the insurance markets. 

This will necessitate some hard decisions about how to enact and enforce guaranteed 
issue of insurance to all comers, guaranteed renewals, rate control, increased access to 
competing options, and more. And Congress has rightly recognized that these reforms 
will not be feasible unless everyone is in the system and bas skin in the game - no 
gaming the system and wailing to buy insurance until you are sick. 

If we can build connectors that work, and refonn the insurance market, much of the work 
is done. We need to focus on reducing costs and making coverage affordable, and the 
initial task will be complete. This will be extremely challenging, necessitating a variety 
of delivery system reforms, payment and reimbursement reform, implementation of 
comprehensive strategies to boost health information technology, wellness, prevention, 
disease management, coordination of care, initiatives to support primary care and much 
more. This will require sacrifice on the part of many groups - insurers, hospitals, 
pharmaceutical companies, providers, workers, and yes. employers. 

Somehow this mammoth bill has left out many of the key solutions we believe could 
lower health care costs and improve quality. Medical liability reform was not explored. 


See lleray Aaron. "Covering the Uninsured: Cheap at Twice the Price.” Ileiillli Affairs. August 25, 
2008. hllo:' wm\.hroukines.edu'oniiiions 00 li 8 .' 08 is iminstned aaron.aso-s iF.slimales lhal the uninsured 
eoutd be covered for around .SI 20 billion) 





not even test projects through creation of specialized health courts. The massive 
Medicare claims database, which could be used to Jump start quality and transparency 
efforts, is left to corrode. Employers are not given any safe harbors or encouragement to 
create wellness programs for employees. Enrollees in public programs are not given the 
option to instead lake their government premiums and enroll in competing private 
options. And individuals and the self-employed are not given options to use pre-ta,x 
dollars to purchase health Insurance, and thus still will not have ta,\ parity. 

The business community stands ready to work with Congress to pass such reforms, fhe 
Chamber will be on the front line fighting for the success of legislation that truly 
addresses these problems and proposes these solutions. But the Tri-Comtnittec bill is a far 
cry from such a targeted piece of legislation - it appears to be broken beyond repair. 
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Mr. STARK. I just might comment, Mr. Johnson, the timeline 
when you were here and we did MMA, if you’ll recall, this Com- 
mittee has had six hearings and several bipartisan meetings, and 
the legislative proposal was released June 19th when we did MMA 
we got the draft on June 13th, that was pulled back, and on June 
16th, we got the draft for a markup on June 17th. We have over 
a month prior to any proposed markup been having, and I say this 
because the Minority staff, unlike in 2003, the Minority staff has 
received information as the Majority staff has. 

So I only say as procedure, we have attempted to bring this out 
weeks and months ahead of markup consideration, and the staffs 
on both sides of the aisle I think have had — everybody’s Father’s 
Day was spoiled reading this thing. So I would just like to suggest 
in consideration for both the Minority and Majority staff who have 
spent untold hours, that the information has been out there a long 
time, and we hope that will help us come up with a better product. 
Without — however you feel about the product, I think the proce- 
dures, we’ve tried to be very transparent and get the information 
out as early as we can. 

Mr. RANDEL JOHNSON. Just a quick comment, Mr. Chairman. 
We do have a policy process at the Chamber, the Employee Bene- 
fits Committee, and we have a broad membership. It does take us 
a little bit of time to get a bill of this enormity out to our members 
and try and get feedback so we can figure out that we’re in fact 
reflecting our membership’s views. 

Mr. STARK. Thanks. Thanks for your consideration. 

Chairman RANGEL. Let me follow up on that. Not only have we 
had the hearings, but I wish before I get a chance to talk with you, 
we need the Chamber. It’s important to the country, it’s important 
to the Chamber, it’s important to our economy, and I personally 
think it’s important for competition to have a healthy workforce. 
Do you agree with all of that? Do you know the prices are soaring 
for employers as well as for individual employees? Some of the 
things that were laid out there, I would like to clear up. 

What I would want you to do as I go to Mr. Higgins and the Re- 
publicans is to make bullets of the things that you’ve said, the 
mandatory, the inability for small businesses and those things, be- 
cause we’re too close on this thing for you not to be able to get to 
your membership and to recognize that maybe there’s some fine- 
tuning to be done. That’s why this is a draft bill. But we have to 
be joined at the hip on this, and I am convinced in talking with 
the Chamber people and businesspeople that we can come together. 
So just bullet these things and we’ll get back to you. What we can’t 
cover today, we’ll cover this afternoon, fair enough? 

Mr. RANDEL JOHNSON. Yes, Mr. Rangel. We have a conference 
call to the Chambers on Thursday, we’ll be running through the 
provisions of the bill, a broad nationwide conference call, and we 
will certainly be 

Chairman RANGEL. Terrific. Now, Mr. Higgins through no fault 
of his own did not get a chance to question the last panel. And so 
you may proceed. 

Mr. HIGGINS. Thank you, Mr. Chairman. A lot of the debate is 
centered around the so-called public plan or not-for-profit plan. The 
proponents of the not-for-profit say that it is advanced to drive 
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competition, to improve quality, to contain and lower costs. The op- 
ponents of change, the defenders of the status quo, say that a not- 
for-profit will put private plans at a competitive disadvantage. It 
will lead to a single payer system. It will be like Canada. It will 
be a European style. It will be a massive Federal Government take- 
over of health care. These are scare tactics that are designed to 
confuse people to a point where they say, well, the system may not 
be perfect now, but we can’t risk changing things. 

What I want to talk about is America. In America today, there 
are 298 million people. One hundred fifty-three million have em- 
ployer-sponsored coverage. Fifteen million people have individual 
coverage. Eighty-one million in Medicare and Medicaid, and 46.7 
million don’t have insurance. Nine million of them are kids. In 
America, we pay 2.5 trillion dollars a year for health care, 20 per- 
cent of the American economy. These costs are expected to grow by 
6.7 percent annually or up to 8 percent. We have a potential liabil- 
ity of another trillion dollars to try to cover those without insur- 
ance. 

So as we focus on this public and private plan, if you look at all 
the studies that have been done, the Dartmouth study, contem- 
porary and historical studies in the problems of the health care 
system in America, the Atul Gawande study in the New Yorker. It 
always cites the places that do it well. They cite specifically the 
Cleveland Clinic. They cite the Mayo Clinic. And guess what? 
Those places are delivering highest quality, low-cost care, and they 
just happen to be not-for-profit. The doctors aren’t tenured. They’re 
salaried. They have 1-year contracts. There is peer review. Doctors 
are doing what doctors are supposed to do and not dealing with in- 
surance companies. You know, cardiologists, the national average 
salary for a cardiologist is $370,000 a year. At the Cleveland Clinic, 
the average is $336,000 a year. An oncologist, national average is 
$270,000 a year. At the Cleveland Clinic, it’s $254,000 a year. 
There’s a more generous compensation package for those at the 
Cleveland Clinic, including covering their malpractice insurance 
premiums. 

The point here is, if we’re going to do a not-for-profit plan it 
should be designed to do one thing. It should be a countervailing 
force for a system that everybody agrees is unaffordable, 
unsustainable and unacceptable. Let’s look at what works. Now I 
know from information I got this morning that the President and 
CEO of the Cleveland Clinic is here in Washington. The problem 
is, he’s not here before this panel, and that’s who we should be 
looking to for information about how to structure the fundamental 
piece of health care reform, and that’s a not-for-profit, not for un- 
fair competition, but for fair competition, an American system 
where we pay more per capita than anybody else in the world. And 
our outcomes, our health care outcomes, are unacceptable and get- 
ting worse. 

That’s all I have, Mr. Chairman. Thank you. 

Chairman RANGEL. Thank you. The Chair recognizes Mr. 
Camp. 

Mr. CAMP. Thank you, Mr. Chairman. It was clear in talking to 
the last panel that many of them had not had time to read the bill. 
I presume that’s the same with this panel. I don’t know if any of 
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you spent the weekend. It was just released Friday night. Have 
any of you had a chance to read the whole bill in its entirety? Well, 
good for you. Two of you have. Skimmed? All right. Well, I do think 
what we’re trying to get at today is actually how the provisions in 
the bill will affect health care as we know it. 

And one of the things that the draft bill would require is that 
employers offer to pay for health insurance for full-time employees 
and their dependents, and if they don’t do that, there’s an 8 per- 
cent payroll tax. And I would say to Mr. Johnson, what impact will 
that have on the 14 million Americans currently unemployed? 
What will the potential of that payroll tax on health care do for the 
unemployed? And also for the prospects of economic recovery in 
general? 

Mr. RANDEL JOHNSON. Well, for better or for worse, there has 
been a lot of studies done on the so-called pay-or-play mandate. 
Now these studies, because they’re not exactly on the legislation 
before us because the studies were done before the legislation was 
introduced on Friday. But invariably 

Mr. CAMP. Can you speak into the mic a little bit more? 

Mr. RANDEL JOHNSON. Yes sir. 

Mr. CAMP. Thank you. 

Mr. RANDEL JOHNSON. There’s been many studies done. Con- 
gressman, on the impact of the pay-or-play mandate on lower-wage 
workers. Principally the pay part, a civil penalty, has an adverse 
impact on job growth and in fact will result in job losses and lower 
wages. Why is that? Because there’s only so much money that em- 
ployers have for the bottom line, and when they have to pay a sub- 
stantial civil penalty, that payment is going to come from some- 
where, and that’s going to come from their operating budget, which 
is often taken out in terms of less job growth and adverse impact 
on workers in terms of their wages. 

Now this isn’t the Chamber talking. It’s a variety of studies that 
I have cited in my testimony. What exactly will be the 8 percent, 
the impact of what is in this bill? Well, I think it would be some 
interesting modeling, but it’s certainly not going to be helpful to 
many workers who are going to lose their jobs because of that man- 
date. Will it result in some additional coverage? Hard to say. I 
mean, these are the — this is the tension that the Committee is 
dealing with, I understand. But they’ve got to look — I ask that the 
Committee look at the true impact of an 8 percent penalty on em- 
ployers and the fact that this is real money. 

Mr. CAMP. There’s also a new tax on employers in Section 411 
of the bill, who promise to write health insurance that meets cer- 
tain government-approved levels of benefits. And if employers 
make an unintentional mistake that really doesn’t bring them up 
to the level of coverage required by the government, they’re subject 
to penalties as high as $500,000, even if those mistakes are unin- 
tentional. Does that seem like a punitive penalty on small busi- 
ness? 

Mr. RANDEL JOHNSON. Thank you, Mr. Camp, because I was 
not aware of that part of the bill, and I’ll certainly bring it to the 
attention of our Chambers tomorrow. It seems like an awfully high 
penalty for an unintentional violation obviously. It’s certainly in 
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the aspects of employment benefits or on labor law generally, it’s 
far in excess of anything we see in other employment laws. 

Mr. CAMP. Clearly there will be costs associated with this pay- 
or-play mandate, and I would ask you, Ms. Hansen, do you feel 
that this cost might cause employers to offset the costs by dropping 
retiree health coverage? Do you see that as a concern? 

Ms. HANSEN. Of course, our concern is continuity of coverage 
for individuals. So I think it depends on how the program eventu- 
ally is structured as well as our ability to make sure that there’s 
an affordability factor, again, whether it’s the consideration for the 
employer, or then if it gets passed on to the employee, that there 
is some way that that person can still participate in coverage. So, 
the difference will be subsidy. And ultimately it’s coverage that 
we’re still looking for. 

Mr. CAMP. So the possibility of losing retiree coverage is some- 
thing that would concern you a great deal because it would mean 
that continuity would be broken? 

Ms. HANSEN. Well, we’ve been watching how companies have 
chosen to go this route, so I don’t think it’s just this particular ef- 
fort. It seems to have been a trend going regardless of this move- 
ment. 

Mr. CAMP. Certainly its health care costs have increased, and 
so you — certainly it would follow that if employer costs are in- 
creased even more that you might even see that problem exacer- 
bated? 

Ms. HANSEN. Well, I do agree that it’s really about how much 
cost is, whether it’s borne by one party or the other, it’s having it 
affordable. 

Mr. CAMP. All right. Thank you, Mr. Chairman. 

Chairman RANGEL. Okay. I want to get back to the business of 
the Chamber. It was so good seeing you at the White House as 
stakeholders and agreeing that the system is broken, that employ- 
ers are doing more than their fair share, that the prices are soar- 
ing, that most industrialized nations are competitive. General Mo- 
tors once said they pay more for health care than they do for steel. 
Employees can’t afford to leave or lose their job for fear of losing 
their health insurance. It’s a better, healthier competitive America 
when they’re educated and when they have health care. 

Hey, this is Chamber type of talk. This is America type of talk. 
Half of your statement was knocking what we’ve done. I want you 
to help us to improve what we have done, because you can’t chal- 
lenge that we have mutual goals. You can challenge the process, 
but this is draft, D-R-A-F-T, proposal. And to be able to persuade 
you as the small businesspeople are persuaded, because quite 
frankly, from a political point of view, that’s where I get my jobs, 
from the small businesses, they need this. They want to be able to 
afford to do this. 

When we had businesses here at one of our half-dozen hearings, 
they said you do what you want. We’re going to take care of our 
employees. And the employees said that, hey, we got our policy. We 
enjoy it. Just stop the premiums. The whole idea that unions have 
to negotiate instead of for wages, most of those things are going for 
health care. So when we say 8 percent, that was less than what 
they already pay. And I don’t think you challenged the fact that 
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having a competitor when you’re throwing these hundreds of bil- 
lions of dollars out there with people who could never afford health 
care, heck, your corporations are paying for the health care of the 
uninsured in higher premiums. And now for us to bring those peo- 
ple to the marketplace with the security that they can get insured, 
you know that has to bring down the premiums for your members, 
and for the small businesspeople who hope to be your members one 
day. 

So what it is that we’ve said that you now have bulleted that we 
can talk about but you can think there’s a better way to do it? If 
you don’t like the mandate, that means we’ve got to lead the whole 
for people to — that don’t have the same consents for reform as you 
and I do to get a free ride? No. Everyone, the young and the ambi- 
tious and those that hope that they never get sick, has to be there 
in order to broaden the pool and reduce the premiums. So I’m dis- 
regarding your negative rhetoric because I have worked so hard 
with the Chamber to recognize that you need an educated work- 
force. It’s not a local issue. And you’ve worked with me and others. 
You need a healthy workforce and not spend so much time in terms 
of providing paying for health care and spend more time with 
wages and being competitive with the foreigners. So just tick off 
those things, if done differently, you can say that’s what I was talk- 
ing about. Slow down the train and let’s get on board. 

Mr. RANDEL JOHNSON. Mr. Chairman, first, I can assure you 
that we don’t, as short as the time we had to review the bill, we 
don’t come up here without gauging where our membership is be- 
fore we testify. The reality of it is, the employer community spends 
$500 billion on health care now voluntarily. I suppose — could they 
be required to spend more? Well, the Congress could make us 
spend more I suppose. We are already doing our fair share. 

Many of our members and the bigger companies 

Chairman RANGEL. That goes unchallenged, so we strike that 
off. We want to make certain that you not get increased premiums 
for doing more than your fair share, because you’re paying for peo- 
ple who don’t have health insurance. You know it, I know it. 

Mr. RANDEL JOHNSON. I understand. And we also have many 
members who simply cannot afford to provide health insurance or 
pay an 8 percent penalty because they cannot. 

Chairman RANGEL. They can’t afford to provide health insur- 
ance or pay the penalty, we’re there to help them. It’s in the bill. 
We’ll go through that. We’re just saying if you agree not to partici- 
pate, you’ve got to pay something so that we can help your employ- 
ees get insurance which 99 percent of large employers will main- 
tain and want to do. I’m spending more time with the small 
businesspeople who need more help. There’s no conflict with the 
CEOs in doing this. They’re going to keep their plan. I want to re- 
duce their premium. 

So mandate — we’ll talk about that. But anybody would tell you, 
you’ve got to get everyone in the pool if you’re going to bring equity 
to everyone else. And I really think the major players are going to 
be helped by doing this, and they don’t have to be told what to do. 
We just want to make certain that no one gets a free ride. 

What were the other things that disturbed you about our behind 
the closet job that we’ve done? 
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Mr. RANDEL JOHNSON. Well, the public plan option, which 
was much discussed at the first panel, is troubling to us, because 
in various reasons that were laid out. One is it does rely on Medi- 
care reimbursement rates, which results in a cost shifting 

Chairman RANGEL. What does it do? 

Mr. RANDEL JOHNSON. Relies on Medicare reimbursement 
rates. I believe that’s right. 

Chairman RANGEL. Well, it bumps up the Medicare rates, but 
this is what the doctors are relying on. If they don’t want to partici- 
pate, they don’t have to participate. 

Mr. RANDEL JOHNSON. I think many doctors feel they have to 
participate in Medicare because that’s where the money is and 
that’s where the patients go. 

Chairman RANGEL. If that’s where the money is, that’s what 
they’re looking for, what do you want us to do, deny them the 
money? Where are they going to get the money if we don’t assist 
50 million people to go out there and to compete? 

Mr. RANDEL JOHNSON. Well, Mr. Chairman 

Chairman RANGEL. And not only that, we are including a whole 
lot of physicians, primary care physicians, to come in to help the 
country to provide basic health care. You support that. You have 
to. I’m submitting that we are going to agree to more. It may be 
the process, and you’re entitled not to like it. We can make up for 
it. But I just want you to take off some of the things that happen 
in the dark of nightness that you say that I can’t get on board here, 
because we’ve got to work it out. 

Okay. We’ll pass on and we’ll — you say you’re having a con- 

Mr. RANDEL JOHNSON. We do one Thursday, and I guarantee 
there will be a lot of Chambers because a lot of people are starting 
to pay attention. 

Chairman RANGEL. Well, try to get it in an orderly way where 
you can get your questions, your objections so that at least we can 
tell you where we stand. But we’re not going to leave this train 
without you. Okay. Who’s supposed to be recognized? Mr. Herger 
is recognized for 5 minutes. 

Mr. HERGER. Thank you, Mr. Chairman. And I’d just like to 
point out, now we’ve been talking about this for a while now. This 
is the first hearing we’ve had actually since we’ve had a bill that’s 
been presented. That bill was just presented on Friday, 850 pages 
worth. Of our six panelists here, only two have mentioned they had 
an opportunity to read it. So, Mr. Chairman, we do have some con- 
cern. We have some major concerns. And I don’t think these con- 
cerns should be overlooked or made light of. These are major con- 
cerns that it isn’t just the Chamber of Commerce that has con- 
cerns, small businesspeople and citizens all over this Nation have 
concerns of how we’re going to pay for it and how we’re going to 
do it. And bringing this up on a Friday right before a weekend. Fa- 
ther’s Day weekend, and then just coming up the next week of pan- 
elists who were chosen before, again, I don’t think we should be 
making light of this. 

I also have in front of me, it’s not just the Chamber of Com- 
merce. NFIB, National Federation of Independent Business, came 
out, a quote from them. They say NFIB opposes employer man- 
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dates that threaten the viability of our Nation’s job creators, and 
an 8 percent pay-or-play mandate will inevitably harm job creation. 
Research shows an employer mandate could cost 1.6 million jobs, 
hardly what this country needs in these challenging economic 
times. 

Now, Mr. Johnson, in addition to requiring employers to offer 
and largely pay for health insurance, this draft Democrat bill 
would allow non-elected officials to mandate a minimum benefit 
package. And just as Mr. Draper, a small businessman, mentioned 
in his testimony, or alluded to, is it possible that this minimum 
benefit package would be so expensive that the 8 percent payroll 
tax could be a cheaper and more predictable option for employers? 
And if so, what impact would this have on employer-sponsored 
health insurance that the majority of Americans are accustomed to 
and who currently like? 

Mr. RANDEL JOHNSON. Yes, Congressman. And if you look at 
the bill, and that was one of the areas I did get through, would it 
be cheaper? Unlikely the way they’ve spelled it out, which is this 
board apparently with the minimum benefits package would at 
least have to include hospitalization, outpatient hospital, profes- 
sional services, prescription drugs, rehabilitation, mental health 
and substance abuse disorders, preventive services, maternity ben- 
efits, baby and child care. 

So — and then it says the board can add on to that. We don’t 
know what the board is really going to do, and this is important, 
because it controls both what would be the adequate package for 
the purposes of playing instead of paying, and also who would ben- 
efit — what kind of companies could benefit to participate in the 
gateway. The bottom line could very well be that some companies 
will say. I’m not going to bother to figure this out. It’s complicated. 
Or, Congressman, that my type of plan doesn’t fit. I have a gen- 
erous plan, but it doesn’t fit the definition of this board, and so I’m 
going to walk away from this, and I’ll just do the minimum. I’ll do 
the minimum benefits package, or perhaps I’ll pay the fine, and to 
heck with it, you know. I’ve had it. I’ve tried to do the best I can. 
The government thinks it’s doing its best. It knows best. So, fine. 
I’ll just do the minimum package and skip the hassle. And that will 
result in less coverage overall for some number of Americans. How 
many? It’s hard to say, but that’s one of these uncertainties we 
don’t know because we haven’t had adequate time to sort of vet the 
bill with our membership. 

Mr. HERGER. And of course the big thing we’ve been hearing 
from the President, we’ve heard from a number of my friends in 
the Democratic party have indicated that if you like what you have, 
you can keep it. But the bottom line is, even if Mr. Draper’s em- 
ployees like what they had 

Mr. DRAPER. They don’t. 

Mr. HERGER. And we see these rates — and they don’t — if they 
see these rates, let’s say they did. 

Mr. DRAPER. Okay. 

Mr. HERGER. Because most Americans like what they have. So 
you have some who don’t. But let’s say most of the Americans who 
work for small business who like what they have, Mr. Draper could 
very well be forced into taking this 8 percent because that’s cheap- 
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er than perhaps the 10 or 11 percent or whatever it might he that 
you could be paying now. 

So, therefore, we would not be able to keep what we like. We’d 
be forced into a potentially Canadian-U.K. type system where we’re 
rationalized. Do you see that as a concern? 

Mr. RANDEL JOHNSON. I think it’s the very uncertainty of this 
sort of question that is beginning to alarm the American public 
which accounts for the recent poll in the Washington Post where 
it says most respondents are very concerned that the health care 
reform would lead to higher costs, lower quality, fewer choices, a 
bigger deficit, diminished insurance coverage and more government 
bureaucracy. 

It’s these kinds of uncertainties about the bill and the impact of 
these kind of provisions I think are getting out and are troubling 
people, and that could be the result. Congressman, who knows. But 
it’s an awfully big question to go forward without answering. 

Mr. DRAPER. In Des Moines we only have two choices, so it’s 
hard to get fewer than that. I guess you could. You could get one. 

Mr. MERGER. Thank you, Mr. Chairman. 

Chairman RANGEL. The situation is, we have about seven votes 
on the floor. And so we have to, and we apologize for it, recess until 
3:00 p.m. And for Members, that is 3:00 p.m., or if there happens 
to be another vote after that. So, Mr. Levin, if you would want to 
stay. So we hope all of you can stay with us until three and have 
lunch. We certainly will understand if your schedules cannot per- 
mit it, and the Committee stands in recess. 

[Recess.] 

Chairman RANGEL. We can’t apologize enough to our dedicated 
panel for staying here while we probably did less productive work 
than you did during this break, but we certainly want to thank you 
for your dedication helping us out, and we’ll start off, or continue 
rather, with Sandy Levin of Michigan. 

Mr. LEVIN. Thank you. Sir, let me, as we reconvene, try to fol- 
low up on what you and Mr. Chairman have raised and to talk at 
least for a minute or two with you, Mr. Johnson. In recent hours, 
much punctuated, we moved from the public plan as the focus to 
a discussion of the employer mandate, and I think in a sense that 
was a useful transition, so we talk about a number of these provi- 
sions. 

And in your testimony on page 4, you say that you adamantly 
oppose the pay-or-play proposal. And you call it a sword of Damo- 
cles. And then after you say employers are already doing their 
share and more, you say that those who can’t — who don’t cover, 
don’t, because businesses that can afford to offer benefits already. 
And then you say further on, a smarter approach would be to focus 
on bringing down the costs of health insurance. 

Picking up the theme that our Chairman has put forth, I would 
like to encourage the Chamber to participate actively in the discus- 
sion, including the issue of an employer mandate. Because I think 
the reality is that there’s going to have to be some requirement of 
coverage with perhaps some exceptions, and we left that open in 
the bill as to what if any exceptions would be made and what kind 
of credits would be given to employers, depending perhaps on size. 
So this is an issue that needs to be addressed. I think there will 
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be a requirement in order to bring more people within insurance, 
but its exact shape remains to be determined. And so when you say 
here that, on page 4, that you adamantly oppose a proposal and it 
doesn’t matter what’s in it, you essentially withdraw your organiza- 
tion from a discussion of what the plan might look like. And I think 
what Mr. Rangel has said to you and others of us believe, that it 
would be better if we could have broader participation. So I don’t 
know if you want to comment on that, but the issue of employer 
participation, look, we’re talking about an employer-based insur- 
ance system being maintained, and if that’s true, I think almost 
certainly that will mean that more employers need to cover their 
employees. 

So I would hope that you might in future presentations not talk 
about a sword of Damocles and it doesn’t matter how it’s shaped, 
you oppose it, to saying that you have whatever you want to say. 
Does that make any sense to you? 

Mr. RANDEL JOHNSON. Yeah, it does. Congressman, and I 
will — obviously. I’m going to go back to my policy committee and 
we’ll see where we go. 

Mr. LEVIN. Good. Mr. Shea, do you want to talk quickly about 
the issue of taxation of benefits, of health benefits? 

Mr. SHEA. Thank you. Congressman. I said we think this is a 
very bad policy because not only is it asking people to pay when 
they’re already paying a lot of money, pay more, when they’re al- 
ready paying a lot of money, it is also inequitable because small 
firms, any size groups with large numbers of older workers, really 
retirees, high-risk industries, there are a lot of factors, or just 
health status, there are a lot of factors. And we’ve looked at plans 
side-by-side. So I got an example from one of the construction 
trades of two Western State plans, same trade, same age, and 
roughly the same demographics otherwise. The difference in cost in 
the two plans for similar benefits was one was 10 thousand and 
something, one was 16 thousand and something. And actually the 
one at 16 thousand had higher copays and deductibles. The dif- 
ference was claims experience. And what that means, as you know, 
is health status. Well, I don’t see how the Congress is going to be 
able to go to their constituents and say we’re going to do this, and, 
you know, some people are going to get hit — smaller firms are 
going to get hit harder. So that’s a huge issue. 

The other thing is, I just — I started my comments by saying I 
don’t think you can do this without going outside the health care 
system in the short term. In the long term, if we can capture some 
good percentage of that 30 percent of the annual expenditure that 
we waste, according to the Institute of Medicine, then we’ll have 
a lot of money to fund reform. But that’s going to take a few years. 

Mr. LEVIN. My time is up. It gives me 30 seconds, 15 seconds, 
Mr. Johnson. Regarding bringing down cost of health care, and it’s 
on page 7, when you get on that telephone call, talk more, if you 
would, with those on it specifically about what kinds of plans might 
bring down the cost of health care. Because Jerry, Mr. Shea, I hope 
it’s not only a longer term. A number of us think we have to find 
some additional measures to straighten out, for example, physician 
reimbursement in the shorter term, and not only the longer term. 
And we would like your assistance on that, too. 
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Mr. RANDEL JOHNSON. Well, and we’re totally committed to 
doing this right away as soon as possible. I’m just talking about the 
effect. And by the way, while I’m on the subject. Congressman, 
thank you for your legislation on quality and delivery system re- 
form. It’s the kind of proposal which really is moving this whole 
discussion along, so I just wanted to thank you. 

Mr. LEVIN. Thank you, Mr. Chairman. 

Chairman RANGEL. Thank you. Mr. Sam Johnson of Texas. 

Mr. JOHNSON. Thank you, Mr. Chairman. You know, Mr. John- 
son, during the first panel, we talked about what would happen if 
the health care choices commissioner loaded up the essential bene- 
fits package with a lot of mandates on coverage, my understanding 
of this bill is that the commissioner will have the ability to regulate 
both government-run and employer-sponsored health insurance 
plans. One thing that’s yet to come in the hearing is whether or 
not this health care choices czar could unilaterally decide to cover 
abortion services in this newly formed government-run plan. And 
I think the President said that’s something he wanted to do. 

If that’s the case, that would be an historic reversal of public pol- 
icy, and if this government-run plan could be designed to cover 
abortion on demand and taxpayer funds are used, I think that the 
cost of health care in this country, if one bureaucrat in Washington 
had the power to decide what kind of health — type of health bene- 
fits your companies had to provide to its employees, if, for instance, 
they decided not only abortion but acupuncture and hair trans- 
plants and whatever, would employers decide to get out of the 
health care system? 

Mr. RANDEL JOHNSON. Well, without taking a position specifi- 
cally on — I think you pointed to the broad authority this board has 
to add a long litany of required procedures or treatments, depend- 
ing on who has the most — who has the ear of which politician on 
Capitol Hill and the board. So, it’s opening a door to an analyst’s 
list. And I think, Mr. Johnson, you agree, we’ve never seen a gov- 
ernment program be reduced. It’s always gotten expanded. And so 
at some point, an employer would say I’ll just pay the fine and get 
out of this business instead of trying to figure out how to squeeze 
my plan, which is a very generous plan, into the square peg of this 
new mandated government board, you know, required health care 
benefits package. 

So it’s a real, you know, unknown peg in a hole that we’re con- 
cerned about, given how wide open this bill has left it to this man- 
dated program. 

Mr. JOHNSON. No, I agree with you. I think they would get out. 
Mr. Kirsch, you cite the New York Times article as evidence that 
Americans are completely sold on a government-run health care 
plan. However, that same New York Times poll also found 63 per- 
cent are concerned their own health care would get worse under a 
government-run system. Sixty-eight percent believe a government- 
run system would limit their access to treatment and quality care, 
and 53 percent are concerned they would have to give up their own 
doctor under a government-run system. Sometimes with polls you 
got to get past the first question to find a real answer, and I won- 
der if you would comment on that. 
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Mr. KIRSCH. I would love to. In fact, the whole thing about a 
poll is if you’d ask it as a negative question, you’ll get that answer. 
So we actually did a poll back in January to find out what would 
happen in a real debate, and I think you’ll see from the questions 
we asked, we didn’t pull our punches. So let me give you some ex- 
amples of the questions we asked. The first one was, “a public 
health insurance plan will force people into lower quality care, in- 
cluding long waiting times and rationing of care,” which is the ar- 
gument that we hear oftentimes from folks on your side of the 
aisle, versus “a public health insurance plan that would provide 
people the choice of an affordable plan that includes at least the 
same benefits as Members of Congress get, including a wide choice 
of doctors.” That argument wins by 38 points. 

Let me go on. We hear this cost shifting argument: “Like Medi- 
care and Medicaid, the new public health insurance plan will reim- 
burse doctors and hospitals at much lower rates, causing many doc- 
tors and hospitals to shift costs to people who buy private insur- 
ance.” The other argument was: “A public health insurance plan 
will be able to control overall health care costs for eveiyone by 
using its purchasing power, like the Veterans Administration does 
now, to drive competition and lower the prices paid for health care 
service and prescription drugs.” People favor that argument by 45 
points. 

Let me do one more that we also hear from people who oppose 
the plan make. “Establishing a government health insurance plan 
will mean that millions of people will lose their private health in- 
surance coverage because employers will drop their private insur- 
ance and dump people on the public plan,” an argument that Mem- 
bers on your side of the aisle have made oftentimes today, versus 
the argument “under the current system, millions of people are al- 
ready losing their health coverage every year, having a choice of 
public or private health insurance plans will make sure that Amer- 
icans always have an option for quality, affordable health care.” 
Americans side with that argument by 47 points. 

So we did this poll to find out in a real debate in which Ameri- 
cans hear both sides of the arguments, where will people come 
down. We thought we might win these by a little, may lose some 
of them. We won every one of them, mostly 30 to 40, almost 50 
points. And so the first question is what Americans want choice 
isn’t complicated. People like a choice of a public or private health 
insurance option, and the choice should not be a Member of Con- 
gress’ choice. It should be a choice that each person makes. 

Mr. JOHNSON. Well, I think you got the Member of Congress 
thing backward. We don’t get free health care by any stretch of the 
imagination. 

Mr. KIRSCH. This isn’t free. People have to pay based on what 
they can afford. 

Mr. JOHNSON. Thank you, Mr. Chairman. We’re out of time. I 
yield back. 

Mr. MCDERMOTT. Thank you, Mr. Chairman. Thank you all for 
waiting, because we need to hear from you, the things you’ve got 
to tell us. But particularly Mr. Draper. These other folks are here 
representing organizations and they’re paid for sitting here and so 
forth, but yours doesn’t look like quite that circumstance, and 
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Mr. DRAPER. Our lobbying budget is very small. 

Mr. MCDERMOTT. And before I came back to Washington this 
last week, I stopped and talked to two people I know in Seattle 
who run small businesses. One is “Cupcake Royale,” a woman 
named Jody Hall, who was down at the White House testifying on 
behalf of small business, and the other one was Molly Moon, who 
runs an ice cream store. And they have employees about like you, 
10, 12 , 14 people. 

And what I’m interested in hearing from you is what is a small 
business? How should we do that? Should it be by volume of people 
that they employ, or should it be on the basis of their income, or 
what would you use? And then second, I see in your testimony you 
say the most basic coverage makes up 8 percent of our gross pay- 
roll. So is that too much to ask of a small business? Now I know 
you don’t represent the thousands and thousands of small busi- 
nesses, but I’d like to hear how you decided that you could spend 
up to 8 percent of your payroll on health care. 

Mr. DRAPER. I mean, we didn’t have much of a choice on spend- 
ing up to 8 percent of our payroll on health care, because that’s the 
cheapest plans we can get. I think one thing is that somebody 
who’s in their twenties kind of looks at employer-sponsored health 
care as kind of old fashioned and that you’re tied to this company 
for life. You need to stay with them. If you leave, you have to try 
to get COBRA. Once you leave, you have to try to get another com- 
pany to pick up your health care. 

So it makes it kind of inefficient if you want to move around and 
kind of do your own thing. And so the employees at SMASH didn’t 
want us to even shop for a health care plan through the company. 
Everybody wanted individual plans that then the company sub- 
sidizes. So everyone is in their twenties, single, and their indi- 
vidual plan is about $200 a month, which comes out to about 8 per- 
cent of payroll. 

Mr. MCDERMOTT. What does that cover? Could you give 
me 

Mr. DRAPER. An individual plan through Wellmark under Blue 
Cross and Blue Shield is just really rudimentary. It’s just basic. It’s 
not dental, it’s not vision. It’s pretty high deductible. I think they 
say you get one free doctor’s visit, but it costs $10. And the copays 
kind of depend on what you get done. So, if I go in for sinus sur- 
gery which was $12,000, you end up paying about $1,500 of that 
surgery, which is only 10 percent, but when the national savings 
rate is below zero, I don’t think the average person has $1,500 lay- 
ing around. As a small businessperson, I have just money coming 
out my ears, so it’s not a problem for me. 

One of the things that I look at is the difficult thing and why 
I say it fluctuates between 8 percent and 24 percent is that there 
are the hidden costs, and if you actually use care, you have to pay 
for it. And so even if you’re paying $200 a month, if you have sev- 
eral problems that year, you may pay even more in actual hospital 
bills than you do in premiums. And so our company has agreed to 
pay those bills for our employees. Just because I know that some- 
body has to pay them. And if one of the employees is in financial 
trouble because of bills, that puts the whole company in trouble. I 
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mean, they’re not easily replaceable, so if one person goes bankrupt 
we can just get rid of them and bring in somebody else. 

I don’t have a problem with the 8 percent if I knew that then 
they could go — if I paid 8 percent. I’d be fine with it if I knew that 
they could get full coverage at an affordable price through the ex- 
change. 

Mr. MCDERMOTT. So you’re saying that if they — since you’re a 
small business and you I think you say you have 12 people 

Mr. DRAPER. Yeah. 

Mr. MCDERMOTT. So if we set the limit at 20 and said anybody 
under 20 is a small business, that those people could go into the 
exchange and get their insurance and the subsidies that might go 
with that, and you would pay 8 percent, seems like a reasonable 
deal to you? 

Mr. DRAPER. Yeah. I mean, that would be fine with me just be- 
cause our costs are set. I wouldn’t be fine with it if, you know, it’s 
about $600 for an individual — for a family policy through the indi- 
vidual market. So if I was paying 8 percent and then they went 
onto the exchange to get a family policy and it was the same price 
as it is now, that would irritate me. So it’s a little tough to see ex- 
actly — it’s hard to compare in a hypothetical situation. But if pay- 
ing 8 percent did lead to a drop in health care prices, I would sup- 
port that. And I don’t think 8 percent is necessarily too much to 
ask, and I don’t think it’s too much of a responsibility for small 
business just for the fact that I already pay for my employees’ 
withholding tax and unemployment tax. If you guys came in the 
shop, I would pay the sales tax you owed. These are just some of 
the responsibilities you have to deal with when being in a small 
business and being at the top of the ladder. And I don’t mind pay- 
ing taxes if they’re going to something efficient, I know they have 
a purpose. It’s only the taxes that are unnecessary, like what I pay 
now, which is for private health care, but I’m also paying taxes 
subsidizing people without health care to go to the ER. 

Mr. MCDERMOTT. Could I stop you? I see my time is almost up. 
I want to ask one question. Some people are saying that we should 
not make a small business five people if the five people have in- 
comes of $100,000, a small lobbying firm here in D.C., they 
shouldn’t be eligible for the small business thing, how much do you 
pay — what’s your average salary in your business? 

Mr. DRAPER. It probably comes out to $45,000 a year. It’s a 
base of $38,000 plus bonus, so that’s kind of what it averages out 
to. But then there’s lower paid employees that are just hourly. If 
they’re one of our employees, they would essentially be in the mix. 
So I think you’re pretty much going to have to do something that’s 
a mix of number of employees versus payroll. You don’t want peo- 
ple just starting sham fake businesses so they can get out of get- 
ting health care and just pay an 8 percent fee. But I think if you 
do a mix of employees and payroll, it should be pretty simple. 

Mr. MCDERMOTT. Thank you very much. 

Chairman RANGEL. Mr. Ryan. 

Mr. RYAN. Thank you, Mr. Chairman. Ms. Hansen, let me ask 
you — ^you took Bob Novelli’s job or Bill Novelli’s job, or? 

Ms. HANSEN. No. Actually, I’m a volunteer. The President’s role 
in the organization 
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Mr. RYAN. Gotcha. Gotcha. Okay. I was just trying to rememher. 
Bill retired, did he not? 

Ms. HANSEN. He went to Georgetown. 

Mr. RYAN. Yeah. Right. Great. He’s a good guy. I want to ask 
you about AARP, your position on these issues, and just sort of 
your sense of the future. I’ve been very impressed with the — I 
think you called it your Divided We Fail campaign with the ele- 
phant and the donkey. 

As you know, the current unfunded liability for Medicare is $38 
trillion. Medicaid, which does affect the over 65 population, it’s a 
tougher number to crunch because of the State involvement and 
Federal — some estimates come in at about $20 trillion of unfunded 
liability. Are you concerned that we’re creating a new entitlement 
here that will rack up a similar unfunded liability? 

Ms. HANSEN. Well, I think framing it as a new entitlement as 
compared to looking at the basis of coverage 

Mr. RYAN. You don’t see this as a new entitlement? 

Ms. HANSEN. I think it’s a choice of a health care program that 
would cover people. So I personally, from my role, am not calling 
it an entitlement. I wouldn’t call it that personally. 

Mr. RYAN. Just to say, if you qualify for it and you get it, that’s 
an entitlement. Such as if you’re under 400 percent of poverty, you 
go in the exchange, you get the subsidy. Therefore it is by defini- 
tion an entitlement. Just for the record. 

Ms. HANSEN. Well, I think there’s — my understanding, and I 
may be wrong, but I think that people are actually going to pay for 
that as well, so it’s not just a free — it’s only if you 

Mr. RYAN. Well, people on Medicare pay part of their premiums 
as well, so — and there’s copays in Medicaid. So, yeah, we’re not 
saying it’s 100 percent, but it’s subsidized. So the point I’m trying 
to ask is, is AARP concerned because they had this great impres- 
sive campaign that we have pending insolvency of Medicare and 
Social Security, are they not concerned that we’re adding to the list 
of new programs and liabilities? 

Ms. HANSEN. I think AARP is concerned about solvency and 
economic stability for the future, yes, we are concerned about that, 
because besides the fact that our members are 50 and above, our 
members are parents and grandparents and great grandparents. So 
we are very much concerned about economic security for the future 
of this country. 

Mr. RYAN. So every year we delay fixing just Medicare and So- 
cial Security, we go about 4 trillion, 3 to 4 trillion in debt to those 
programs, the sooner we act, the more likely we can prevent those 
in and near retirement from having effects to their benefits. Most 
of the plans that some of us on this side of the aisle have put out 
plans to make those programs solvent. They don’t affect people over 
the age of 55. The more delay that occurs, the less likely changes 
will not affect people over the age of 55. So my — let me ask it this 
way. If it is clear that this new benefit creates a new unfunded li- 
ability for the Federal Government on top of the already existing 
ones which AARP has put an impressive campaign out there to fix, 
will AARP come out against this and have a problem with this? 

Ms. HANSEN. No. We’re on record for wanting some real change 
in the existing program itself. 
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Mr. RYAN. Are you on record for the public plan? 

Ms. HANSEN. We — the board of directors actually met within 
the past 2 weeks before any document was seen. We came up with 
five core principles, and the principles, I’ll read them 

Mr. RYAN. Don’t go through all of them, no offense, because I’ve 
got a 5 minute thing. Does this bill satisfy all of your five prin- 
ciples? 

Ms. HANSEN. As it’s come out right now, the plan that the 

Mr. RYAN. The Tri-Comm plan. 

Ms. HANSEN. The Tri-Comm does seem to house the core prin- 
ciples. 

Mr. RYAN. So as far as you know, AARP, this bill satisfies your 
principles? 

Ms. HANSEN. We’re just saying — we’re saying elements of the 
bill certainly are supportive of the issues we care about. 

Mr. RYAN. Mr. Johnson, real quick. If the actuaries are right, 
and when I say the actuaries, Lewin, CBO, HSI, all of them from 
varying degrees show us slippage, meaning private sector dumps 
some people on the public plan, 8 percent payroll tax. That means 
a payroll tax eventually goes to 23 percent, at least for those firms 
that make this decision, as Mr. Draper mentioned he would make. 
What do you think the effects of a 23 percent payroll tax on labor 
in America are going to be to our economy? 

Mr. RANDEL JOHNSON. Well, it’s — it would be devastating. 
We’re already paying of course the tax and we have this 8 percent 
proposal, and 23 percent, I mean, that’s a 23 percent jump on 
wages that you have to pay with no attendant increase in produc- 
tivity. So that will result in lower job growth or elimination of jobs 
because you’ve got to make up for that loss at the bottom line 
somehow otherwise. I mean, it’s pretty elementary economics I 
think. Congressman. 

Mr. RYAN. Thank you. My time has expired. 

Chairman RANGEL. Mr. Becerra of California. 

Mr. BECERRA. Thank you, Mr. Chairman, and to all the panel- 
ists, thank you for your great patience and all of your very impor- 
tant testimony. I’d like to begin by asking a little bit about this 
whole notion about what will happen if we have this new market- 
place for options. 

Mr. Draper, you’re a businessman. You have folks who work for 
you. You mentioned how you thought you could live with a plan 
that worked to reduce costs so that you could then as an employer 
feel comfortable making some contributions. Let me ask a question. 
Would it be your intention to dump your employees into any par- 
ticular plan? 

Mr. DRAPER. What do you mean, like steer them toward one 
particular plan? 

Mr. BECERRA. People continue to use this word “dump” as if 
we’re going to take a flock of American consumers and just drop 
them onto a particular plan in a marketplace where, my under- 
standing is, the choice will be the consumer’s, not the employer’s, 
not the health insurance company’s choice, not even a public insur- 
ance plan’s choice, but who it will serve. The choice will be that of 
the consumer, your employee. So let’s say you decide you no longer 
want to offer health insurance, first I would ask if — ^because it 
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sounded to me like you would be willing to provide some contribu- 
tion, but if you decided not to, do you think you would want to then 
dump your employees onto any particular plan? 

Mr. DRAPER. I mean, not really. We already have the cheapest 
plan we can get, so I’m not sure what other plan we would dump 
them onto. 

Mr. BECERRA. And the point here is that, one, you’re willing to 
make a contribution, so you’re willing to try to help them get a 
plan. But the way this new program would work is that your con- 
tribution would make it possible for your employees then, if you 
were to not offer a plan directly, to take your contribution, use it 
to then be able to go into that marketplace and shop for any num- 
ber of plans that would be out there, a competitive menu of plans 
that would be provided by private insurers and a public insurance 
option that would be out there. And whether somebody would at- 
tempt to dump employees into this new marketplace, ultimately 
the choice wouldn’t be the employer’s about where they would end 
up. 

Mr. DRAPER. Yeah, that’s true. 

Mr. BECERRA. The choice would be the employee’s or the con- 
sumer’s about which plan they would select. 

Mr. DRAPER. Yeah. And, I mean, I think it doesn’t — it wouldn’t 
have as much of an impact on us, because we already buy indi- 
vidual policies for the plans. And so we already do what the ex- 
change is doing, and that they get to pick out whatever individual 
plan that they want. I think one of the biggest problems you have 
now is that it’s kind of like when I watch old people at Walgreen’s 
trying to enlarge their own photos, in that it seems easier because, 
well, you have control over it, but they don’t know how to operate 
the machines. It saves Walgreen’s some money because they don’t 
have to do it anymore. But it takes them longer and gets them a 
worse product if they do it themselves. 

I don’t read plans professionally. I mean, it’s not what I sit 
around doing. Most of my time is spent thinking how can I gen- 
erate more money to send in taxes to the Federal Government. And 
I think that’s probably what you guys want me to be doing rather 
than spending time sifting through plans. 

The problem we have now is that they’re written so complicated 
that it’s hard to understand exactly what your deductibles are. So 
I wouldn’t want, you know, just my employees to be shopping 
through the complicated plans we have now in the same way I 
wouldn’t want the employees investing my money for me. It’s just — 
I don’t have faith that they’ll be able to do it. My dad is an insur- 
ance attorney, so he actually reads through our plans for us, but 
not having that kind of crutch makes it really hard. So I think on 
the one hand you need the exchange to really simplify, like people 
were saying earlier, have a standard for how to compare plans one 
to the other, which we don’t have now. 

Mr. BECERRA. Well, the good thing is, it sounds like what you 
do is you give your employees a choice of what plan they want to 
take. 

Mr. DRAPER. Yeah. They can get any plan they want, and we 
just, through my dad’s recommendations, we’ll recommend to them 
this one is a good plan. 
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Mr. BECERRA. And you have goals this health care reform pro- 
posal would in essence huild on that model that you described 

Mr. DRAPER. Yeah. I think it matches up with what I said ear- 
lier. Most young people want to he able to buy a plan that’s not 
tied to a company. They want to just buy a plan that they can take 
with them for life. And so it appeals to us more less than if we had 
a huge company plan. It would be more of a shift, but right now 
it’s not that big of a deal for us. 

Mr. BECERRA. Thank you. Mr. Shea, I was wondering if you 
could comment on the last series of comment and answer that was 
given about a job loss that might occur if we were to move toward 
a more cost-effective form of health care. 

Mr. SHEA. Well, the ball game here is cost. And if we don’t fig- 
ure out a way, with all due respect, if you don’t figure out a way 
with our health control costs, we can’t do any of this stuff. That’s 
really what we’ve got to focus on. But in terms of sort of what peo- 
ple could afford, you know, we have probably 5, 6, 7 million people 
who are in multi-employer plans. These are people who work in the 
culinary area and transportation and janitorial and building and 
all kinds of trades. You know, in the building trades, I looked at 
this. The vast majority of those employers who pay into these funds 
and provide good benefits have under 10 employees. 

Now the problem for those employers is they’re providing good 
wages and good benefits, and they have to compete against people 
who don’t provide benefits. And that’s the economic distortion that 
having everybody pay into would play. But then the other thing is, 
just in terms of I just think you need to simplify this, at least for 
my mind. Most employers now provide coverage. They want — all 
employers want to, I think, most do. Those who don’t are either in 
the lobbying firm that doesn’t want to pay even though they make 
a lot of money, and those people ought to pay. 

And then there’s the people who are probably small, but certainly 
low wage. And in your plan, as I read it, you’re going to provide 
substantial subsidies, tax system subsidies, for those people. So it 
seems like you’ve asked them to do something but you’ve given 
them support in being able to do it. And you eliminate this eco- 
nomic distortion. 

Mr. BECERRA. Thank you very much. Thank you, Mr. Chair- 
man. 

Chairman RANGEL. Mr. Nunes for 5 minutes. 

Mr. NUNES. Thank you, Mr. Chairman. I have just a quick 
question by show of hands. Of the six of you that are up there at 
the dais now, how many of you have health care coverage, health 
insurance? You all — all six of you have health insurance. How 
many of you would like to trade your insurance in for Medicaid? 
Anyone? 

Mr. DRAPER. I don’t know the details on Medicaid. So it’s just 
hard for me to say that I would trade for Medicaid, because I don’t 
know how it works. 

Mr. NUNES. I’m pretty sure that you probably wouldn’t have a 
lot of constituents that are on Medicaid. 

Mr. KIRSCH. Actually, in New York, Medicaid coverage is better 
than private coverage. 
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Mr. NUNES. In California it’s not. But for the record, none of 
you 

Mr. KIRSCH. But it is in New York. 

Mr. NUNES. For the record, none of you wanted to trade in your 
own health insurance for Medicaid. 

Mr. KIRSCH. I would actually have no problems. Given New 
York, given the excellent benefits and coverage in New York in 
Medicaid would be better, and I actually get coverage now through 
a State employee plan that my wife’s part of 

Mr. NUNES. So one of you would like to trade in your health in- 
surance for Medicaid. Five of you would not. What was that, Mr. 
Draper? 

Mr. DRAPER. I’d be willing to try. 

Mr. NUNES. You’d be willing to try? You probably wouldn’t have 
to try for very long. 

Mr. DRAPER. Put me down on the record as a maybe. 

Mr. NUNES. Okay. 

[Laughter.] 

Mr. NUNES. We’ll have you down as a maybe. So that leaves 
four of you who don’t want to, of which I think three of the four 
are supporting the plan, which, you know, basically what we’re 
going to do with this plan is we’re going to put more Americans 
onto Medicaid. And as you may or may not know, Medicaid in Cali- 
fornia is completely imploding, and there are specialists who will 
not see Medicaid patients, and I haven’t found a constituent yet in 
my district that likes being on Medicaid. 

And so I can’t for the life of me figure out why if we’re doing so- 
called comprehensive reform on health care that we are leaving, 
not only leaving Medicaid alone, which is a $20 trillion unfunded 
mandate, but why we would be expanding Medicaid to put more 
and more Americans onto Medicaid. 

Mr. Draper, you said that you had — your business last year was 
a million dollar business. 

Mr. DRAPER. Yeah. This year it will be a million dollars. Last 
year it was probably $820,000. 

Mr. NUNES. And you had — you said you had 43 employees 
today? 

Mr. DRAPER. No, we have 12. 

Mr. NUNES. Oh, you have 12 employees? Okay. I misunderstood 
you. Okay. So of the 12 employees, how many — do you offer health 
care coverage to all 12? 

Mr. DRAPER. Yes, we do now. 

Mr. NUNES. And of those — and, what, just a private plan? 

Mr. DRAPER. Yeah. They each get an individual plan that they 
can purchase and then the company pays them back for it, and we 
also pay for any bills beyond their insurance. 

Mr. NUNES. So 100 percent, there’s no — they don’t pay anything 
on their own? You pay 100 percent of the health care coverage? 

Mr. DRAPER. Yes. 

Mr. NUNES. Okay. So of that, you know, one of the plans that 
myself and Mr. Ryan have talked about is actually giving refund- 
able upfront tax credit for your employees to have so that they’d 
be able to go out and purchase health care on their own and get 
to the question that you asked about or the comment, you talked 
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about portability. You would like to have portability coverage for 
your employees so that if they left your work, they’d be able to go 
somewhere else. 

Mr. DRAPER. Yeah. 

Mr. NUNES. So, I mean, do you see a problem with the plan that 
some of the Republicans have of giving basically a refundable up- 
front tax credit to your employees to go out and choose their own 
health care plan? 

Mr. DRAPER. Yeah, I mean. I’ve said before that I don’t see a 
problem with regulation, but I just don’t think that only regulation 
is going to help us. When I talked to Grassley yesterday, and they 
said, what we really want to do is just regulate. A headline in my 
mind said, from the people who brought you bank regulation comes 
health care regulation. And I worry that if it’s only regulation that 
you’ll have the people from the insurance companies regulating 
themselves and things won’t actually get that much better. And it’s 
tricky for me to see how just regulation is going to make rates go 
down. 

Mr. NUNES. But we’re — well, our plan calls for 

Mr. DRAPER. I would support a tax break, but I don’t under- 
stand if that’s actually going to get them any better health care. 

Mr. NUNES. Well, for a family of four, for example, under our 
plan, we’d have — they’d get $5,700. And if they were making — I 
don’t know what your employees’ average wage is, but let’s say that 
you had an employee that was making less than $20,000 a year. 
They’d get $11,000 a year to go out and pick their own health plan, 
any health plan they want. And I would imagine that $11,000, is 
that more than the plan that you offer today? 

Mr. DRAPER. Per employee? Just a second. Let me think. 

Mr. NUNES. It probably is. 

Mr. DRAPER. Yeah, it would be more than the average. 

Mr. NUNES. So one of the things that I’d like 

Mr. DRAPER. If you were going to get a family plan, though, it 
would be about $700 a month. 

Mr. NUNES. So — ^yeah. So less — yeah. Under our plan, we would 
give the person in your company that’s making less than $20,000 
a year, $11,000 to go get their own health plan, which would be 
better than the health plan that you offer. And I appreciate — I 
mean, I think it’s good that you came here to testify, and I appre- 
ciate your openness and honesty. But the one thing that we want 
to make sure we do and try to get across to the American people 
is that pushing more people to government-run health care is not 
necessary. We can have universal coverage for all Americans if 
we’re willing just to take time and to come up I think with better 
legislation, Mr. Chairman, than the current legislation that we 
have now. But I thank you for having the hearing. 

Chairman RANGEL. The Chair recognizes Mr. Doggett. And be- 
fore any of you get in trouble, don’t apply for Medicaid, because it’s 
for the poor. And I’d like to assume that you’ve beaten that barrier, 
so Medicaid won’t be available for any of you, I hope. Let me call 
Mr. Doggett and thank him in advance for the great contributions 
he’s made to the Committee on health care. 

Mr. DOGGETT. Thank you, Mr. Chairman, and thanks to each 
of our witnesses for the insights you’ve offered. Mr. Draper, I had 
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a small businessperson from Austin, Texas contact me and say the 
bureaucracy of the health insurance companies makes the govern- 
ment look efficient. As a small businessman, I want to make it 
clear that I totally disagree with the United States Chamber of 
Commerce. Something has to be done. Health insurance is the big- 
gest expense I have next to payroll. I’ve not been able to give raises 
for several years because the money budgeted for raises was used 
up on higher health insurance premiums. 

I tried to let my staff know that the $200 a month raise that 
they would get was taken by Blue Cross. Is that similar to the ex- 
perience that you hear about? That was from Mark Siefken in Aus- 
tin, did you hear that from some of the folks in your area? 

Mr. DRAPER. Yeah. For us it comes out to about a 1 percent 
raise for everybody every year that goes to health insurance. So, 
it’s kind of a good news/bad news situation. The good news, you got 
a raise. The bad news, it goes to Wellmark. And for us, though, the 
only tough spot that we’re in is that everybody we employ is under 
the age of 27 and single. And so right now, even an inefficient sys- 
tem is still pretty affordable for us, because we don’t have much 
demand. 

But within the next 6 years as, you know, everyone starts a fam- 
ily, then our rates will go up from about 8 percent to 26 percent 
if we are shopping in the same market that we’re in, and we’ll have 
to totally redo again to figure out, well, we can’t stay in the indi- 
vidual market. We have to go through somebody else, and you 
spend time looking for that. And so that’s kind of the tough spot 
that we’re in. And companies that do employ people who are older 
with families are the ones that have it a lot worse than we do. 

Mr. DOGGETT. And rather than rely on some State regulatory 
agency that may well be owned by the regulated, you believe in the 
competitive system and that one type of competition that should be 
there is the option for your employees to look at a public plan? 

Mr. DRAPER. Yeah. And, I mean, I look at things a little dif- 
ferently coming from Iowa in that almost everybody in Iowa goes 
to public schools like I did, you know, government runs efficiently. 
When Cedar Rapids flooded, everything’s been more or less cleaned 
up and gotten back to normal. So there isn’t the serious antipathy 
to a government-run plan as there may be on the east coast. And 
so for me, I can’t imagine how would you get a company — anything 
that runs as inefficiently as the health care company, even the gov- 
ernment. 

Mr. DOGGETT. It sounds like my constituent in Austin. And it 
is amazing that some of the people that are always up here criti- 
cizing how inefficient government is are so fearful of an efficient 
plan of the type we’ve had with Medicare that has inspired con- 
fidence with millions of people across this country. 

Ms. Hansen, I know you’re very familiar with, and I appreciate 
the support AARP has offered. You mention it in your testimony, 
for legislation that I have advanced last Congress and again this 
Congress to try to help the poorest of our seniors with their pre- 
scription drug bills. Isn’t it correct that we still have several mil- 
lion seniors who are not able to get the full access to prescription 
drugs they need under the Extra Help program? 
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Ms. HANSEN. There are many people, millions of people who 
haven’t taken advantage of it. So it’s an opportunity for us to con- 
tinue to make sure that people enter the program they are quali- 
fied for. 

Mr. DOGGETT. And to the extent we work from the bottom up, 
from helping those most in need with extra help, we actually can 
take steps to close the donut hole in coverage there, because the 
more people we cover through Extra Help, the less they’re exposed 
to that donut hole. 

Ms. HANSEN. Without a doubt. I think it’s a real opportunity 
to help that fragile group. But at the same time, as I mentioned 
earlier, since our membership is everyone, the middle-income popu- 
lation is hurting quite a bit, given the fact that Medicare bene- 
ficiaries right now, as you know, pay 30 percent of their revenues, 
and that’s high. 

Mr. DOGGETT. Let me just ask Mr. Shea one question here as 
my time expires. The notion that we ought to tax employer-pro- 
vided health insurance to pay for the serious shortcomings in our 
system seems to me to be a tax on the type of insurance coverage 
that every American would want. That the policies that would be 
taxed are those that might provide dental coverage or have lower 
copays, that type of thing. Is that the case, that these policies that 
some over in the Senate propose to levy a tax on, are good policies 
that most Americans would want? 

Mr. SHEA. They certainly are. And as I said before, the price of 
those policies varies by the health condition of the group or the age 
of the group or where the group is. And so it’s — how you apply a 
tax across that is unfathomable to me. 

But the other point I would make here is, you know, if you want 
to throw a hand grenade into the discussion in the American public 
about health reform, you know, the figures from some of the Wash- 
ington Post stuff this morning, you go out and advertise that what 
you’re going to do to solve this problem, this problem is high health 
costs. That’s how people define the health care problem around the 
country. They can’t afford it even if they have insurance. If you go 
out and tell them our solution to the high health cost problem is 
we’re going to tax your benefits, they — I don’t know what they’re 
going to do in the voting booth, but they certainly would look at 
you like you’ve got to be crazy. 

Mr. DOGGETT. I couldn’t agree with you more. Thank you. 
Thank you, Mr. Chairman. 

Chairman RANGEL. The Chair would like to recognize Ms. 
Brown-Waite. 

Ms. BROWN-WAITE. Thank you, Mr. Chair. I would like to ad- 
dress Ms. Hansen for a moment. First of all, my name is Ginny 
Brown-Waite. I often get called Jennie. So when I saw your name, 
I thought now this is a woman I can relate to. 

I just have a couple of questions. I’m concerned that AARP may 
not be doing its homework, and let me tell you why. As you know, 
as you may know, I have the highest number of people on Medicare 
of any Member of Congress. During the stimulus bill, we realized 
that the money that was going for health IT in hospitals was actu- 
ally coming from the Medicare trust fund Part A. Are you aware 
of that? 
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Ms. HANSEN. No, not directly as to where it’s coming from. I 
thought the stimulus was an add-on. 

Ms. BROWN-WAITE. No. The money for the health — for the 
health IT for hospitals came from the hospital trust fund. I con- 
tacted AARP and alerted them to this, and first they denied it. And 
then they called back and acknowledged it. But they said we’re still 
supporting the bill. 

I think that Americans are beginning to wonder about AARP 
when they would support things that obviously raid a trust fund, 
namely Part A, for the hospitals. That is I believe scheduled to be 
paying out more than it takes in before the raid, it was scheduled 
for 2017. When I talk to AARP folks at home, they were appalled 
at this. 

So I have to ask the question, and bear in mind, not only do I 
have those who are 65 on Medicare, but I also have a lot of people 
who are 55 to 64 who fall in that difficult- to-get insurance gap. I 
could understand AARP supporting a bill that helped them that 
didn’t bankrupt the country. 

But I have to ask, why would AARP be interested in making sure 
that, for example, those under 25 are covered and those who may 
be illegal aliens, I just have — I think that the American public is 
starting to question AARP and where they’re going. So I really 
would like to hear from you on that, and then I’d also like to ask 
you about Medicare Advantage. 

Ms. HANSEN. Yes. If I could answer the first question. I think 
we have been on record as supporting health information tech- 
nology, and then we have actually had the support of all of our col- 
leagues under the Divided We Fail banner. And I think — I’m a 
nurse by background, and so I also have run a program that has 
used IT on behalf of our elders. And one of the things that re- 
searchers show that Medicare beneficiaries, about one in five in a 
given year will likely go to a hospital, to your point that hospital 
care is critical. But oftentimes it’s because medications are not well 
used or they come back from a hospital within 30 days. A lot of it 
is about information that was not appropriately recorded or trans- 
ferred correctly. And so what has been shown, for example, in the 
Veterans Hospital, using IT, that their medication error rate is 
only 1 percent. 

Ms. BROWN-WAITE. Correct. I don’t think we disagree about 
the use of IT. I think we disagree about should AARP have sup- 
ported something that will cause the trust fund Part A to become 
insolvent even sooner. 

Ms. HANSEN. Right. 

Ms. BROWN-WAITE. I mean, I don’t think anybody questions 
health care IT. 

Ms. HANSEN. Right. But I think my followup point is, when you 
minimize mistakes through IT, they don’t have to go to the hos- 
pital, and therefore you save money actually on Part A just because 
the mitigation of unnecessary hospitalization saves money in the 
trust fund. 

Ms. BROWN-WAITE. It may very well, but initially, the cost, the 
total $16 billion, came out of the trust fund. So when I tell seniors 
this at home, they are appalled that AARP would support some- 
thing such as this. This is a very comprehensive bill, and I think 
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that AARP needs to be very, very cautious what they are sup- 
porting. There are many good parts to the proposal, the 800-some 
page proposal. There are some good parts to it, and I think we need 
to work together in a bipartisan manner to make sure that, you 
know, what eventually we will all be voting on is something that 
is going to benefit the uninsured. 

I have a question, a quick question, though, about the Medicare 
Advantage plan. According to CBO proposals, the proposal to cut 
Medicare Advantage payments by $160 billion, as this bill would 
do, would result in about 3 million seniors being forced out of Medi- 
care Advantage plans. I know that AARP even has a Medicare Ad- 
vantage plan, and there’s a very high satisfaction level. Do you 
have any concerns about how AARP members in various Medicare 
Advantage plans will be affected by this bill, including those who 
may be in your program? 

Chairman RANGED. Response in mail. 

Ms. HANSEN. I will do that. Thank you. 

Chairman RANGEL. The Chair recognizes Mr. Blumenauer. 

Mr. BLUMENAUER. Thank you, Mr. Chairman. I’m sorry Mr. 
Nunes is not here. I’m mystified by his line of inquiry to people 
asking people with insurance whether they would like to sign up 
for a program designed for poor people without insurance. Now, ad- 
mittedly, there are some States that — New York — that have a fair- 
ly generous program. But it seems to me to be sort of a disingen- 
uous question. Would you like to have the insurance program that 
we have for the poorest people in America, people who couldn’t af- 
ford private insurance, people who would have difficulty even in 
the subsidized form that we’re talking about here, and the Repub- 
licans offering a tax credit that would not help them at all? It’s bi- 
zarre. So it seems to me that we ought to — I’d love to have a fur- 
ther discussion of this Committee about the merits of Medicaid for 
poor people and compare how they would be treated under our pro- 
gram where it would be expanded so they wouldn’t be left out, and 
over time if they were able, they could transition into the exchange. 
But it is a false choice to somehow ask you with private insurance 
if you want to have insurance that was designed for the poorest 
people in the United States who have no other access. But he’s not 
here, so I 

Mr. NUNES. Actually, I am here, if you’d like to 

Mr. BLUMENAUER. Good. Then I look forward at some 
point 

Mr. NUNES. If you’d like to yield. 

Mr. BLUMENAUER [continuing]. Having this debate when you 
have time to yield to me. I wanted to just sort of put that as part 
of the record. 

Mr. NUNES. So you don’t want to yield to me to answer your 
question? 

Mr. BLUMENAUER. I don’t have time now. I didn’t see you 
here, and I didn’t want to interrupt you while you were ques- 
tioning. I’d like to finish my line of inquiry. But I’ll come back and 
we can debate this. 

Chairman RANGEL. Well, I will give you time to explain why 
you asked them whether or not 

Mr. BLUMENAUER. Okay. Thank you. Then I will yield. 
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Chairman RANGEL [continuing]. Program for the poor. 

Mr. BLUMENAUER. Okay. I will yield. Mr. Nunes, do you want 
to ask me a question? 

Chairman RANGEL. Why did you ask them whether or not they 
would want to join a poverty program? 

Mr. NUNES. Because the bill that you guys have introduced, Mr. 
Chairman, expands Medicaid. And in my opinion 

Chairman RANGEL. I’m asking, why would you ask these people 
who are not poor? 

Mr. NUNES. Because they are here supporting the underlying 
bill, and they are supporting putting more people to Medicaid. 

Chairman RANGEL. They are. Poor folks. 

Mr. NUNES. And it is my goal in this country, I don’t believe 
that poor folks in this country need to have Medicaid. 

Chairman RANGEL. That’s good. Okay. 

Mr. NUNES. I think that poor people in this country should have 
universal access to coverage. And we have a plan that we’d love to 
share with you that would give them access to that. 

Chairman RANGEL. I understand. And I want you to under- 
stand his question was that he does not believe that poor people 
should be entitled to Medicaid. What that has to do with you who 
are not poor, I don’t know, but I hope you got an answer, and this 
answer will not be taken out of your time. You may proceed. 

Mr. BLUMENAUER. Thank you, Mr. Chairman. And I do look 
forward to a spirited debate about how poor people are going to be 
helped with a tax credit, how poor people are going to be helped 
to jump into the private market. In times past, the reason we’ve 
had Medicaid is because the private market couldn’t deal with 
them. It’s not going to be any cheaper. In fact, one of the reasons 
that we restricted a little bit under this plan is that it will be a 
little less expensive over time. But I welcome that debate with my 
Republican friends about their vision of taking away Medicaid and 
giving a tax credit or forcing them into a private market that they 
can’t afford now. I welcome it. 

I do have one question for Ms. Hansen. You didn’t get to it in 
your testimony. We both are very interested in getting more effi- 
ciency out of the Medicare system now, and in your testimony you 
talk about a transitional benefit and what that could do. Would you 
care to make a comment about the transitional benefit that you 
didn’t have time to refer to in your testimony? 

Ms. HANSEN. Thank you. Congressman Blumenauer. We thank 
you as well as Congressman Boustany for jointly supporting this, 
the Medicare transition benefit, and that is it actually relates to 
the Congresswoman’s question about hospital care. And so I’d like 
to tie that back together, that the efficiencies of doing things right 
and correctly the first time with ^ving some support to people 
upon leaving with evidence, there is researched information pub- 
lished in journals showing that there are cost savings to be able to 
be incurred in which case the patient, the elder would not have an 
error happen after a hospitalization because somebody would be 
there. 

Generally we’re speaking about a nurse in this research, that the 
cost savings to help people take their medications safely and know 
what to do, allows them to then perhaps not become a statistic. 
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which is shown in Medicare data that within 30 days one out of 
five people goes back into the hospital. This particular piece of leg- 
islation would help address that, and I also would then come back 
to say that this makes such a big difference on both Part A, Part 
B and Part D. Savings would be incurred. 

Mr. BLUMENAUER. Thank you. Mr. Chairman, I appreciate 
your courtesy. I would hope that we would be able to look, one of 
the areas that I hope we can strengthen in our draft is the transi- 
tional benefit. We have some legislation that we’ve introduced that 
I personally think we should look at, because we may be able to 
strengthen transitional benefit in the draft. I think it would save 
more money over time and help people that we want to help. 
Thank you. And I yield back. 

Chairman RANGEL. Mr. Thompson. 

Mr. THOMPSON. Thank you, Mr. Chairman. I appreciate the 
opportunity to question the witnesses. I’d like to talk a minute 
about, or ask you some questions about the idea of preventive 
health care. I’m one who believes that this is very, very important 
and that it will go a long way in accomplishing what many refer 
to as bending the cost curve of health care. 

And so, to that end. I’d like to know if you think it’s important 
that we have a minimum benefit standard in order to achieve good 
coverage and should preventive health care be part of any min- 
imum coverage we insist that these plans offer. 

Mr. KIRSCH. Well, certainly, yes. And one of the really good 
things about the benefit package you’ve done, is you have preven- 
tion with no out-of-pocket costs. One of the encouraging things, ac- 
tually, that many large businesses have done, is move to that. Un- 
derstanding that financial barriers to prevention actually raises 
costs and you want to get folks in the system. 

The other thing that’s really good about the legislation is it in- 
cludes major investments in developing more primary care practi- 
tioners, because we need the folks actually able to deliver that pre- 
ventive care so 

Mr. THOMPSON. As far as it impacts health outcomes, is this 
something that we can expect to see better outcomes and better 
prices? 

Mr. KIRSCH. Absolutely. And, you know, the old adage, an 
ounce of prevention is worth a pound of cure. It’s not just true for 
each person, it’s true for the health care system as a whole. 

Mr. THOMPSON. Anybody disagree? 

Mr. RANDEL JOHNSON. If you are going to mandate a pack- 
age, I certainly think that wellness programs, preventiveness, 
ought to have first dollar coverage and be part of that. At the 
Chamber we’re very much, our members are very aggressively pur- 
suing wellness programs, Safeway is a very, Steve Burd, the CEO 
of Safeway has a very strong program in that area. Great payoffs, 
it just takes a while to get the payoff until the program runs its 
course. But, sure, I think 

Mr. THOMPSON. Through the long-term impacts, but there are 
certainly short-term impacts, cost savings as well, if you catch your 
problem, especially for a child, it’s a lot cheaper to treat that, than 
to treat a child in a hospital. Kids’ hospital costs are more expen- 
sive, etc. 
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Mr. RANDEL JOHNSON. And we have a conference coming 

Mr. THOMPSON. Even the Chamber agrees. On a roll here. I’d 
like to ask the AARP witness, why is it that AARP believes that 
we should eliminate the cost sharing for preventive care? Why do 
you all think that’s important? 

Ms. HANSEN. Well, there’s evidence in research right now that 
the barrier of that first payment oftentimes precludes people from 
having prevention. And so the ability to minimize this, and that 
they’ve even shown this with certain medications. There are some 
programs that have decided to design their insurance so that they 
will even cover some chronic disease medications. So, it’s a dif- 
ferent way to think of prevention. It’s not just, say, the well check- 
ups, or the mammography, but it also is about some areas of first 
dollars that make a difference for people to get over that threshold, 
to use a service and then you do save money on the back end. 

Mr. THOMPSON. So, the more folks you get in on that front end, 
the more you save, the more expensive and this is even for older 
folks, not just youngsters in the front end of the service. 

Ms. HANSEN. That’s true for, yes, for different ages. 

Mr. THOMPSON. And the AARP has been very supportive of re- 
mote patient monitoring and telehealth as a means by which to, on 
the threshold on remote monitoring to stay out of hospitals and 
save moneys. Can you elaborate on that a little bit? 

Ms. HANSEN. Certainly. I think oftentimes it’s the rural areas, 
like Davis, that have really shown the effectiveness that this, the 
ability sometimes to deal with even part of the workforce shortage 
right now, the ability to have a large center like UC-Davis, have 
all the specialists there and have a smaller clinic that’s further 
away to be able to use this for both diagnosis and consultation. 
That’s for the providers. But for patients to have their blood pres- 
sure numbers checked through the phone system and so that your 
doctor’s office has this information, these are areas that are, that 
we think are up and coming. 

Mr. THOMPSON. Thank you. Mr. Chairman, I asked questions 
of the last panel about the telehealth, as well, and everybody seems 
to be in agreement that it not only helps people, but it saves 
money. And I have a letter here from a coalition of folks that. 
Health IT Now, who are in strong support of the health IT that 
we’ve worked so much on and also on the expansion of telemedi- 
cine. 

And they point out that the estimated cost savings to Medicare 
from widespread adoption of telehealth services range between $2 
and $4 billion. And I’d like to submit this for the record and I’d 
even be willing to use these savings to fund some of the telehealth 
ideas that I’ve been pushing to the Committee. 

Chairman RANGEL. Without objection. Mr. Johnson, you should 
feel, for any time you hear these things that people like to just 
wave you in and say, count you in. Let’s see, Mr. Roskam, Illinois. 

Mr. ROSKAM. Thank you, Mr. Chairman. I’d like to yield 1 
minute to Mr. Nunes. 

Mr. NUNES. Thank you, Mr. Roskam. I want to make sure, Mr. 
Chairman, that I reiterate my point that it’s not necessary in this 
country to have people on Medicaid. It’s not necessary. And I 
thought it was rather ironic that the folks that have health care 
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that are testifying today, in fact, all but one, didn’t want to be on 
Medicaid. And you point out that, you know, you’d be poor, you’d 
have to be on Medicaid. 

The point that I’m making and I want to make it perfectly clear 
to this Committee, is that we don’t have to have Medicaid in this 
country. We are spending enough money now to where we could 
give, on the plan that we have, up to $11,000 for that individual 
that’s now on Medicaid, to go choose their own health plan on an 
exchange or wherever it may be. That’s the money we’re spending 
today. We don’t have to add any money to the budget, and I want 
to make sure that I clarified this point because, you know, I think 
that it’s an important point for Republicans to say that we believe 
we have a better plan. We believe that people don’t have to be on 
Medicaid. We think there’s a better option and a better way. And 
I thank Mr. Roskam for yielding his time. 

Chairman RANGEL. Well, he can keep his minute because I 
don’t think that you made your point. You’re on the Federal plan. 
I’m on the Federal plan. Would you want to turn in your Federal 
plan for Medicaid? That’s a stupid question for me to ask you. And 
I just thought your point is well taken, we should eliminate Med- 
icaid, we should follow the Republican guidelines. I just thought 
your question, the way you were trying to make your point was not 
relevant, but you want another minute. I’ll give you another 
minute. 

Mr. NUNES. Well, I thank the gentleman for allowing me to con- 
tinue to explain this. What the plan that we have, that we put out 
there 

Chairman RANGEL. Talk about Medicaid, mister. For the 
minute, talk about why you don’t want Medicaid and how relevant 
it is for them to be against having Medicaid. 

Mr. NUNES. Because I believe that Medicaid is poor quality 
health coverage. And we have to improve it. The doctors in my dis- 
trict do not want to see Medicaid patients. Under the plan that 
we’ve put out, we give $11,000 for anyone that’s on Medicaid, to 
allow them to go pick a plan just like you and I have. That would 
be a minimum plan to what you and I have. I think that we should 
give the plan, similar to what we have, to even people that are on 
Medicaid. And I believe we have the money to do that. 

Chairman RANGEL. Your point’s well taken and the time that 
we’ve taken away from you will be duly restored. 

Mr. ROSKAM. Thank you, Mr. Chairman, for your courtesy. 

Ms. SCHWARTZ. Excuse me, Mr. Chairman, before we move on, 
could I just make a point of, maybe, information? Maybe Mr. 
Nunes didn’t get through all of the 800 pages. Because, in fact, this 
bill says, after 5 years, anyone on Medicaid, which is the program 
you object to, will be able to go into the exchange and choose any 
private or public option. So, in fact, it does address your interest 
and you may want to take a look at those particular provisions be- 
cause it does, in fact, allow individuals to go into the exchange. 

Mr. NUNES. If the gentlelady 

Ms. SCHWARTZ. Just pointing out information, and I yield back. 

Chairman RANGEL. Please. Please. 

Mr. ROSKAM. Thank you. Thanks, Mr. Chairman. Mr. Shea, 
question for you. On page 2 of your testimony, and you’ve made it 
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very clear during your answers, I just want to read a sentence, . . 
we caution, however, that one financing option under consideration 
in the Senate Finance Committee, the taxation of employer-spon- 
sored health benefits, would go in the exact opposite direction by 
destabilizing the employer-based health insurance system.” I agree 
with you and I accept that premise. 

It seems like Mr. Johnson is also making that argument in a dif- 
ferent context, but it’s the same argument. And what he’s saying 
is, look, if you put this tax burden, or if you put this liability, or 
this mandate on business, there’s going to be a consequence to it. 
You’re arguing, and I’m paraphrasing, if you tax this employer- 
based system, you’re going to have less of it, let’s not do that, let’s 
build on it. 

Mr. Johnson is saying, if you put this mandate on small busi- 
ness, or big business, or whoever it happens to be, you’re going to 
get less of it. Why can you make the argument and why is he de- 
nied the argument? 

Mr. SHEA. Thank you. Congressman. I really think there are 
two different things and I will explain by saying, it’s destabilizing 
because this is an important structural element of how we now put 
together employment-based coverage. 

Mr. ROSKAM. Agreed. 

Mr. SHEA. So, if you take out part of that structure, and you can 
listen to me, but you can listen to lots of employers. I sat at this 
table a month or so. 

Mr. ROSKAM. Agreed. 

Mr. SHEA. Lots of employers would say that. Employees, some 
people, young people might want to go out and get their own thing. 
That’s very different from saying that all employers should pay fi- 
nancially to cover people with health care. 

Mr. ROSKAM. Okay. Then, let me make his argument maybe a 
little bit better than he made it. We’re competing all over the world 
right now. We’ve got worldwide American companies that are com- 
peting with nations and so forth. Why are we putting this dis- 
proportionate burden, in this sense, on American companies? I 
think that. I’m kind of calling you out. I think you’re arguing in 
the alternative and 

Mr. SHEA. Well, I, you know, if somebody wanted to put it on 
the table, the social insurance system, which spreads the risk all 
over the population, gives you much lower costs, as all of our indus- 
trialized competition has, we’d be for that. We’ve been for that for 
100 years. We’re saying that what we have here is employment- 
based coverage. It does load costs onto the payroll, which puts 
American companies at a disadvantage, but what alternative would 
you offer? 

Mr. ROSKAM. Well, I think there’s a whole host of alternatives 
and in 30 or 40 or 50 more seconds. I’m not going to get through 
them. Let me make one other point, though. And I’m happy to. I’m 
not trying to be clever, but there’s, I represent the western and 
northwestern suburbs of Chicago. A lot of building trades. I am 
hearing from building trades’ members who are very, very con- 
cerned about what they’re hearing from this plan. Their attitude is, 
look, got a good plan here, we got a good thing going and we’ve suc- 
cessfully negotiated what some people would characterize as Cad- 



184 


iliac plans. The rank and file building trades members that I’m 
hearing from are communicating to me, as their Congressman, be 
very careful that that isn’t in jeopardy. The yellow is on, my time 
is up, and I yield back. 

Mr. SHEA. I’d like to continue the conversation. 

Mr. POMEROY. Thank you, Mr. Chairman. Excellent panel. Mr. 
Draper, I, in particular, want to commend you. Your testimony was 
excellent. You have a silk screen business? 

Mr. DRAPER. Thanks. And, yes. 

Mr. POMEROY. I feel enormous pressure to enact health reform 
in light of knowing that. Are you going to go pick one of these? I 
spent all day in the Ways and Means Committee, and all I got was 
this lousy shirt. We’ve got to give you 

Mr. DRAPER. We do have a shirt, though, that says, American, 
Only the Insured Survive. 

Mr. POMEROY. Very good, very good. 

Mr. DRAPER. I did that when I was uninsured. 

Mr. POMEROY. Let me ask you about, we have only 5 minutes, 
so we have to kick this one around pretty quickly. How’s the status 
quo working out for you? 

Mr. DRAPER. I explained it a little earlier, but I think it’s, for 
us right now, it’s okay, because everybody who works in the com- 
pany is single and below the age of 26. The problem that we get 
into, that a lot of other businesses are in now, is that, as people 
age and we have to try to get family policies, then we either have 
to, if we stay in the same market that we’re in now, it’ll go from 
about $200 a month to about $700, $800 a month, which would 
mean we’d have to try to take time and renegotiate to figure out 
how to do it to get into a plan with somebody else. 

And so, my biggest concern is, for right now, I think what we 
have is inefficient, but it’s not as crushingly inefficient as it will 
be for us in about 6 years. 

Mr. POMEROY. Even with coverage in place, and because of the 
young, single status of your workforce, affordable coverage, cov- 
erage you’ve been able to manage in your cost structure, the uncer- 
tainty, in fact, well, I said uncertainty, I meant actually, certainty, 
of rapidly rising health care costs, meaning rapidly rising health 
insurance premiums is a great concern to you. 

Mr. DRAPER. Yes. I mean, they go up each year. The bigger con- 
cern is, though, that you can’t adequately budget how much it’s 
going to be every year because your cost goes up if people get sick, 
which I’ve always found ironic, that you buy insurance but you still 
pay for health care. And so, that’s the biggest problem. 

And we’ve agreed to pay our employees’ bills, not because I’m the 
nicest guy in the world, but just because I know that somebody is 
going to have to pay them. And it’s easier for the company to pay 
the bills and take the hit than to rely on the individual. Because 
if one of the individual employees has to start paying their own 
medical bills, if they go into personal bankruptcy, then the whole 
company is in trouble. And so, we kind of have to take that burden 
upon ourselves. 

And the tricky thing about that is, you can’t budget for it. I’ve 
never met a business that went out of business because they didn’t 
realize they had to pay income tax. And they said, well, duh, things 



185 


just went really bad, there’s this thing called income tax, and it 
just hit us like a freight train. But people do go out of business be- 
cause of insurance. Because insurance costs are unpredictable. And 
anything that’s 6 to 24 percent of your payroll, you do not want to 
be tied to that as an unpredictable indicator. 

Mr. POMEROY. Point very well made. Let’s see if we can find 
some agreement across the spectrum ends of this panel. I’d like Mr. 
Kirsch and Mr. Johnson to give their thoughts on the role cost con- 
tainment needs to play in this reform bill. The, basically, we spend 
a lot of time talking about the insurance layer, but what about un- 
derlying costs drivers and what must this bill do to address some 
of those? Mr. Kirsch, first, and then Mr. Johnson. 

Mr. KIRSCH. Absolutely. As we say, if we’re going to fix the 
economy, we have to fix health care. Which means we have to have 
a system which is retooled to deliver better quality at lower costs. 
And we can do that. As we’ve seen and as Mr. Higgins was talking 
about before, there are so many examples where paying for things 
that work, finding the right kind of incentives for providers, having 
good information out there, can create a health care system that 
provides better value. And one of the reasons we think we need 
structural changes to do this, and the kind of structural changes 
that you’ve put in multiple ways through the legislation is to drive 
a delivery system that focuses on value as opposed to just paying 
for services, oftentimes, that aren’t what we need to pay for. 

Mr. POMEROY. Thank you. I see my yellow light is now on. Mr. 
Johnson, quick response on the same question. 

Mr. RANDEL JOHNSON. Yes, I don’t disagree with any of that. 
I agree with it. 

Mr. POMEROY. I thought I could get you guys to agree. 

Mr. RANDEL JOHNSON. I think the gateway idea, the ex- 
change idea, is, it opens up a kind of a website for people to shop 
around for the best plan possible, is, depending how it’s structured, 
is acceptable to the Chamber and something we’ll want to work 
closely with the Committee on. I think, obviously, comparative ef- 
fectiveness, quality initiatives, so there’s the cost control, it’s obvi- 
ously the most difficult part of this entire debate. 

Mr. POMEROY. But it would be irresponsible to put $100 billion 
into the status quo without trying to do something that struc- 
turally is addressing these cost drivers. Would that be a fair state- 
ment? 

Mr. RANDEL JOHNSON. Yes. 

Mr. POMEROY. Thank you, Mr. Chairman. 

Chairman RANGEL. Mr. Johnson, you keep agreeing. When you 
put in your objections, you make certain right next to it, you put 
in what you support, right? 

Mr. RANDEL JOHNSON. I always do. 

Chairman RANGEL. Okay. That would be great. 

Mr. RANDEL JOHNSON. Thank you. 

Chairman RANGEL. Mr. Pascrell left and he will be returning, 
so it’s my pleasure to ask Ms. Berkley of Nevada to inquire. 

Ms. BERKLEY. Thank you. Thank you, Mr. Chairman. And 
thank you all for staying and helping to educate us on an issue 
that’s obviously very important to all of us and to millions and mil- 
lions of Americans. It’s been very interesting sitting here. My expe- 
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rience with Medicaid in the State is completely different from my 
colleagues. People are most anxious to sign up, hut we don’t have 
enough money for it and the reason the doctors aren’t that crazy 
about taking Medicaid patients is because they don’t get reim- 
bursed. And doctors, like anyone else, want to get paid for their 
services. 

So, it’s not a matter of people not wanting to be on Medicaid, so 
many people want to be on Medicaid that it’s constantly a chal- 
lenge. I know there may be some patients that don’t like Medicaid, 
but most of my Medicaid patients don’t like dying without any 
health care, so I just have a different point of view. 

I’ve learned also, and this came as a big surprise, that our public 
plan is going to be taking care of hair transplants and abortions 
and cosmetic surgeries. I’m sure that’s going to be a boon to the 
plastic surgeons in Las Vegas and they can fully embrace this. 

And as far as AARP is concerned, there have been a number of 
instances where I disagreed with the official position of AARP, but 
your job, as you know, is not to please Members of Congress, but 
your membership, and I think AARP does an outstanding job with 
that. 

Let me ask you a couple of questions. Right now. Las Vegas is 
really suffering. We are having an economic meltdown of monu- 
mental proportions. I’m having major layoffs in my major business, 
which is the gaming industry. I’ve got mega-gaming corporations 
that are laying off people by the thousands. They are losing their 
health insurance and they can’t afford COBRA. I also have a large 
number, half of the people that were employed in Las Vegas, before 
this economic meltdown, were employed by small business and the 
number one problem that they had is providing health care for 
their employees. 

I see the public option as a way of helping all of these people and 
I’m just wondering if you have any alternatives to that that you’d 
like to share with me but when it comes to a crisis situation. I’ve 
got it, and I’ve got to provide health care. Right now a third of the 
people I represent have no health care insurance. That’s crisis pro- 
portions, as far as I’m concerned and I’ll stop so you can speak and 
if anybody, Mr. Kirsch, would you like to start? 

Mr. KIRSCH. Well, yeah, she reinforces exactly what you’ve said 
and it is a crisis in people’s lives, it’s a crisis in a deeply personal 
way that one health care problem can lead to not only personal suf- 
fering for them or a family member, but financial bankruptcy. And 
to have a system like you all have proposed, which makes health 
care affordable, has good benefits and meets people’s needs, doesn’t 
have the false calculation that if we don’t cover something it saves 
money, it just shifts the cost onto the worker, forcing people like 
Mike, who are responsible to pick it up. We need to have health 
care that’s affordable based on incomes and be sure that it does 
that so that you can really afford it, based on your income. And to 
have a new entry in the system called a health insurance option 
that will drive down costs and care about the public’s health first, 
as opposed to a corporate bottom line, is exactly the kind of reforms 
that we think make great sense and are so much welcome here. 

Ms. BERKLEY. Mr. Shea. 
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Mr. SHEA. Thank you, Congresswoman. We still talk about 47 
million uninsured. There’s no question that we’re over 50 million 
as a result of the economic situation. And a lot of the people who 
lost coverage are people who had, with their job, good coverage. 
And so, the pain is just enormous. 

And so, the public plan is just a sensible approach. It gives us, 
while I have the microphone. I’ll mention I was never asked wheth- 
er I opposed Medicaid. I was asked whether or not I wanted to 
switch to Medicaid. I have no reason to switch to anything, the 
plan that I have. But Medicaid obviously plays a very important 
role for very low income people. 

And this bill would, Medicaid, people with children who are very 
poor have Medicaid. People who are very poor who don’t have chil- 
dren, don’t have Medicaid because they don’t categorically, this bill 
would change that and that’s an important addition in terms of the 
coverage for very poor people. 

Ms. BERKLEY. I appreciate the distinction because I think the 
lumping in, the Medicaid thing, kind of shocked me when that 
came up. I didn’t know how it was fitting in. 

Mr. SHEA. But let me make one other point, which is, I made 
it before, but it’s really the concern that’s my daily experience. And 
that is, to try to get some competition into the insurance market. 
We don’t have any competition in the insurance market based on 
our experience for negotiating benefits every year for 50 million 
Americans. 

There is no competition and when you look at the numbers in 
terms of the monopoly situation, we don’t have organizations that 
are representing people and aggressively fighting for them with 
providers and saying how can we reduce these costs. We have peo- 
ple who make cozy deals with providers in the private, that’s what 
we have. That’s what the private insurance industry does. Every- 
body makes a lot of money, everybody’s fat and happy. Except the 
people who are paying the bills. That’s the problem we have to 
solve. 

Chairman RANGEL. With health insurance going into the, hav- 
ing the public health option competing with the private sector, low- 
ering the price of the premiums for employers that have been doing 
the right thing all along, hey, that’s a great selling point. We’ll 
have our conference call. You’re going to leave here on this bill. I’m 
telling you. 

Mr. RANDEL JOHNSON. Well, we can take out a few things 
and then start from there. 

Chairman RANGEL. We got to do it. Mr. Tiberi. 

Mr. TIBERI. Thank you, Mr. Chairman. Mr. Shea and Ms. Han- 
sen, I kind of want to direct my questioning toward you. In my dis- 
trict, Ms. Hansen first, a third of the seniors have Medicare Advan- 
tage and like it. Obviously, you’re an organization that represents 
seniors. My mom, who’s, my mom and dad are on Medicare. My 
mom has had an issue over the last several years where she’s had 
doctors literally, her doctors, stop covering Medicare patients. Lit- 
erally. Including her. Where she’s had to go get a new doctor. 
We’ve read about, even in the New York Times, the distinguished 
gentleman’s hometown newspaper, where Medicare, many doctors 
have declined new Medicare patients. 
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And so, what many of us on this side of the aisle are concerned 
about, and I know from a central Ohio perspective, we have doctors 
and hospitals complaining every single day about health care, 
about insurance companies. But even more so, about Medicare fee- 
for-service and more so about Medicaid. And I think that’s where 
some of the concern on this side of the aisle has been, is that, in 
fact, I had a family in my office the other day from Columbus, 
Ohio, complaining about, in Children’s Hospital, the wait to see pe- 
diatric specialists is months. Because of the lack of doctors going 
into pediatric specialties. 

And this bill specifically doesn’t deal with pediatric specialties. 
We deal with primary care, but we don’t deal with specialties. And 
the assumption is, all these specialists make a lot of money. Well, 
in Children’s Hospital in Columbus, and in Cleveland and in Cin- 
cinnati, they can’t get enough specialists. 

But my point to you, ma’am, Ms. Hansen, and then I’ll have a 
question for you, Mr. Shea. A real life example. But Ms. Hansen, 
as an organization that represents people who are 50 years old and 
older, what do I tell my, the 30 percent of seniors who like what 
they have, and believe under the President’s proposal they’ll be 
able to keep what they have when in actuality, they may not? 

Ms. HANSEN. Right. Well, we too are concerned about this tran- 
sition that would potentially occur. But I think what we do support 
is that there should be value and quality for what you do get, rel- 
ative to the Medicare Advantage program. So, I think the fact 
that 

Mr. TIBERI. But if the patient’s happy with it, isn’t that a good 
barometer? 

Ms. HANSEN. Well, if they’re happy with it, is one thing that 
is certainly a barometer. But another barometer is the level of 
quality that actually gets delivered. So, we support people getting 
plans, hospitals, providers, getting paid more for a level of high 
quality. 

Mr. TIBERI. Would you be opposed to the Majority’s plan if it 
reimbursed at today’s Medicare rates? 

Ms. HANSEN. I’m sorry. I couldn’t hear. 

Mr. TIBERI. Would you be opposed to the Majority’s plan if the 
public plan reimbursed doctors and hospitals at Medicare rates. 

Ms. HANSEN. I think that my understanding is that that is part 
of the potential proposal. 

Mr. TIBERI. Would you be opposed to that if it reimbursed at 
today’s Medicare rates? 

Chairman RANGEL. I would be. 

Mr. TIBERI. Okay. 

Chairman RANGEL. Because they can plan increases. Medicare 
rates. 

Ms. HANSEN. Well, I think the other point that you also bring 
up about having physicians being paid appropriately, that’s some- 
thing that I said in my oral opening statement that there needs to 
be a re-anchoring so that the sustained growth rate issue that 
causes specialists in general doesn’t cover your pediatric specialists 
because it’s not Medicare. But the ability to cover that is impor- 
tant. 
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Mr. TIBERI. Thank you. Mr. Shea, you represent, obviously, a 
perspective. My dad’s a retired union official. I have family mem- 
bers who are steelworker retirees, AFL-CIO, UAW, teachers. I 
have my best friend who is a teacher, a union employee. I have 
heard from them the concern with respect to the public plan that 
ultimately, and my question to you is this. Ultimately, if the public 
plan ends up allowing employers, either through a collective bar- 
gaining negotiation or on their own to ultimately change a current 
benefit, meaning, if an employer decides, you know what. I’d rather 
pay this 8 percent penalty and allow my employees to go into a 
public option, or the other view that the lack of competition will ul- 
timately force private health care to disappear and all that will be 
left is a public option. 

As somebody who represents union members throughout Amer- 
ica, many of whom collectively bargained for their health care ben- 
efit, is that something that if that happens, you all would be con- 
cerned about? 

Mr. SHEA. Well, we’d be concerned about any major disruption 
in the market, but job number one, as I’ve said repeatedly, is con- 
trolling costs. And we see the function of a public plan as being 
controlling costs. Our experience in sponsoring health funds, which 
we do, and our experience in dealing with employers is, we see no 
sentiment for wanting to dump or put people into a public plan. 

It probably would be advantageous for some people, but all the 
employers, there’s a very strong connection, be it a good idea or a 
bad policy, there’s a very strong connection between people who 
work, and getting health care at work, it is local, it’s there for 
them. They have a problem, they have a human resources group 
to go to, or a union business agent to go to, to say, can you help 
me out with this kind of problem. They like that local connection. 
So, there is really a strong, even if there were a cheaper plan, 
there’s a strong reason why people would want to maintain 

Mr. TIBERI. And most of your members enjoy their plan? 

Mr. SHEA. Yes. And most of the people who are on the plans 
would tell you, you know, we’re going out of business as a result 
of the cost. That’s the problem. 

Chairman RANGEL. Mr. Pascrell, welcome back. 

Mr. PASCRELL. Mr. Johnson, thank you for your good faith tes- 
timony today. Some things I do agree with you. And some things 
I have questions about, so. You said that businesses are already 
doing their fair share and more. I would not disagree with that. 
This package that’s in front of us, which is, maybe it’ll be different 
in a week from now. Who knows? But this package takes steps to 
make it more affordable for businesses to continue doing their fair 
share. And you know quite well that in the last 8 years, insurance 
costs for small firms has increased 130 percent. In just 8 years. 

We achieved the affordability in the package that’s before us 
right now by providing businesses with more choice through a pub- 
lic insurance option and by eliminating the cost shifting associated 
with the uninsured by insuring universal coverage through shared 
responsibility. And that’s what many of the questions have been fo- 
cused on, first panel, second panel. That’s what we’re looking for. 

The second point is that you stated that the Massachusetts pay- 
or-play requirement failed to produce revenue. I believe that’s what 
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you said. Did you say that? In your written statement, yes, I’m 
sorry. Put on your mic, please. 

Mr. RANDEL JOHNSON. Much less than expected. 

Mr. PASCRELL. Yeah. And I would agree with that, by the way. 
But that was not the goal of the Massachusetts plan. The goal of 
the Massachusetts plan was to shore up employer provided insur- 
ance in Massachusetts. That’s what the legislation said. And in 
that respect, it’s been an overwhelming success, wouldn’t you say? 
In that respect. 

Mr. RANDEL JOHNSON. Perhaps in that, you know, the Massa- 
chusetts plan has come under so much attack from both the left 
and the right, perhaps in that individual area, I can’t disagree with 
you because I can’t really respond to it. 

Mr. PASCRELL. Okay. Third, you commented on one-size-fits-all. 
One-size-fits-all plan designed, if it was designed that way, imply- 
ing that employers currently have the ability to work with their 
employees and their insurance companies to choose among endless 
insurance options. I would encourage you to ask Mr. Draper or any 
small employer in this country, several of them were here today 
but did not testify, and they will tell you that the only choice they 
have is between the cheapest plan offered to them, you mentioned 
it, Mr. Draper, that usually fails to fit their specific needs, or lay- 
ing off valued employees, or cutting their salaries, whatever a boss 
usually does. 

Now, I’m going to ^ve you a chance to respond. You claim that 
the business community joins most Americans in opposing a public 
plan. That’s what you said. But as you’ve heard from many panel- 
ists, that doesn’t mean that they’re right, but many of them believe 
that they’ve already spoken, that the public is not on your side on 
this issue. They overwhelmingly support having that choice. 

Now, what are your thoughts about the three things I’ve just 
stated? 

Mr. RANDEL JOHNSON. Well, to get the last first, but I think 
those polls will show, for example, the Kaiser poll asked that ques- 
tion but then, and I think The Washington Post polled it too, but 
once they go on and there’s a qualification or clarification saying, 
however, that public plan option may have the result of driving pri- 
vate sector plans out of the market and therefore leave that public 
option as the last one standing, then the support falls away, mark- 
edly. That’s the Kaiser poll. 

Mr. PASCRELL. But how come the response is never, look at the 
savings we’re going to have in the delivery system, we’re going to 
be more efficient, we’re going to attempt to end recidivism, we’re 
going to attempt to look at the procedural process, but you don’t 
disagree with that, do you? 

Mr. RANDEL JOHNSON. Well, I do. 

Mr. PASCRELL. Oh, you do disagree with that? 

Mr. RANDEL JOHNSON. Well, no. If you’re talking about the 
public plan, what follows 

Mr. PASCRELL. Well, let’s now forget about the public plan. 
Let’s look at the whole possibility of reducing costs through dif- 
ferent practices than you’ve been involved in. I mean, we have an- 
ecdotal evidence, people go to the hospital, they’re there 15 to 17 
hours, and their bill is $^26,000. They go through the procedures 
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and nothing is wrong with them, that’s legion. In normal hospitals 
across the United States of America, and they never see what their 
bill is. They never get a bill. 

Mr. RANDEL JOHNSON. Right. And then they go back a second 
time and they 

Mr. PASCRELL. Yeah. 

Mr. RANDEL JOHNSON. Right, no, I agree, that’s 

Mr. PASCRELL. What would just the process of giving everybody 
a bill to see what it cost them in the hospital take? 

Mr. RANDEL JOHNSON. A greater transparency is something 
we certainly would support. 

Mr. PASCRELL. That would bring religion to the whole process 
wouldn’t it? Thank you, Mr. Johnson. 

Chairman RANGEL. Ms. Schwartz, I wanted to take this oppor- 
tunity to thank you for the great opportunity that you made toward 
this bill. Okay, well, we have to get them on the list. Would you 
yield to Mr. Boustany? Well, we’ll have Mr. Davis here. When I 
passed over him, he was not here. We adjust this to Mr. Davis and 
then we’ll go right back to Ms. Schwartz, okay? Mr. Davis, you’re 
recognized for 5 minutes. 

Mr. DAVIS. Thank you, Mr. Chairman. I’m the picture of flexi- 
bility and when I have the opportunity to speak, I appreciate the 
opportunity. I just have been a small businessowner, myself I 
would comment that small businessowners aren’t forced only into 
the cheapest choice. I ran a company for 12 years and we carried 
a Cadillac plan. It was when the public approach, or semi-public 
approach came to Kentucky, that we had to search for options be- 
cause costs went through the roof and there was no competition. 

And contrary to the statements, there’s no way to reduce costs 
and delivery systems without reengineering the overall center for 
Medicare services processed to move into insurance reform and 
deal with liability. And I can just say that from a business finance 
consultant going through processes, having seen that. 

But the one thing I’d say, though, is the small business issue, I 
think, is at the crux. I apologize, Mr. Draper, because we have 
some obstacles in the form of human beings between the two of us. 
Like the name of your company. When I was in the Army, there 
was an operation named SMASH that had a probably different 
product than what you’re selling there. I’m sure you’re quite inno- 
vative in the technology approach. But I can relate to your situa- 
tion, very much, dealing with health issues. I learned a lot about 
the mandates, how each new one complicated my processes and in- 
creased my costs. 

And frankly, the ability and the flexibility we had in provision 
of care. You said you have 12 employees now? And the way I read 
the tri-committee bill, in subtitle (B) Credit for Small Business Em- 
ployee Health Coverage Expenses, pages 153 to 155, you and your 
business would not qualify for the small business tax credit. You 
say your average employee’s salary is $45,000. The ceiling in this 
bill is $20,000. And it’s for fewer than 10 employees. 

And did you know these factors would disqualify you for the tax 
credit? 

Mr. DRAPER. Are you saying for the tax credit of $11,000 that 
Nunes was talking about? 
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Mr. DAVIS. The small business tax credit that’s referred to in 
subtitle (B). 

Mr. DRAPER. A tax credit only for people making under $20,000. 

Mr. DAVIS. Right. You would not qualify for the full tax credit. 

Mr. DRAPER. Yeah, I knew that. 

Mr. DAVIS. And yet, you’d still have to comply with either pro- 
viding qualifying coverage or, the question is, how do you feel 
about that discrepancy, or that inequity, considering you’ve got two 
more employees and your multiplier impact in the community in 
terms of creating further taxpayers by the churn of the income is 
going to be vastly greater than a company with $20,000 average in- 
come? 

Mr. DRAPER. Yeah, I mean, from a personal standpoint, I don’t 
think we should give money away, you know, to anybody. So, I 
think it should be everybody for themselves. From a business 
standpoint, I know that the only way our business will succeed is 
if we’re competing in a steady market. You don’t want a lot of ups 
and downs. And that’s why I support the public plan because I 
think it would at least stabilize it. So, you don’t have somebody 
who loses coverage who has to go off of coverage, who goes through 
financial crisis. I think that’s what’s dangerous for the economy. I 
support being required to have health insurance, in the same way 
that in Iowa I’m required to have car insurance. The car insurance 
requirement is easier to get past because it’s a one to one collision. 
And that, when somebody hits you and they don’t have car insur- 
ance, you have to pay for it. And you see that directly. 

What people don’t see with health care is that when somebody 
goes to the hospital ER, I still have to pay for it through my tax 
revenue. So, while I don’t like to be required arbitrarily to have 
health insurance, if everyone is required to have health insurance, 
I can get behind that. Because then I’m not paying out of one side 
for the private and out of the other side for the public. And so 
when people talk about numbers and statistics. I’d like to see how 
much government money, even in Iowa or nationally, goes in to 
medicine for people who go into ERs. What percentage of income 
is that? And therefore, what percentage of my taxes are going to 
the ERs? And I think that’s kind of the unknown cost of what we 
have now. 

Mr. DAVIS. Well, do your employees like the coverage that 
you’re able to give them right now? 

Mr. DRAPER. I mean, the coverage that we have to give is fine. 
I didn’t say that we had to get the cheapest option, I just said, we 
have the cheapest option. 

Mr. DAVIS. If they had to take less coverage for you to partici- 
pate in support of this public plan, would you be willing to do that? 

Mr. DRAPER. If they had to take less coverage? 

Mr. DAVIS. Yeah, to reduce, to basically reduce access to bene- 
fits. To be able to comply? 

Mr. DRAPER. I mean, the way that I read it, you don’t have to. 

Mr. DAVIS. How about waiting periods for services they can get 
on 24 to 48 hour notices? Would they support a 6 to 8 week waiting 
period for that equity? 

Mr. DRAPER. I mean, it depends on what the service is for. But 
why do you need the waiting periods? 
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Mr. DAVIS. Well, that’s a good question. But this is the inevi- 
table outcome of the system that we’re talking about. 

Mr. DRAPER. But I don’t think it’s inevitable. I mean, I think 
it’s inevitable if you have a single payer option in a country like 
Canada. But if you are able to blend public and private in the 
United States and come up with your own unique option, you can 
come up with something that’s better than what they have in other 
countries. I mean, we shouldn’t set the bar for ourselves so low. 

Mr. DAVIS. I don’t think we’re setting it low. Actually the ques- 
tion I’m coming back to, we’re both businessmen here. And I appre- 
ciate your coming in. But, if the bill were enacted, the reason I was 
asking about how you would choose simply this, is that you deal 
with a capacity issue in your business. If you had limited revenue 
or your revenue was suddenly reduced by 20 percent, there is only 
things that you could do with that in terms of capacity to serve 
your customers. The inventory you could carry and needless to say, 
if you have limits on cash or waiting time, goes out to get product 
to customer or you’re not potentially able to serve them, and that, 
without dealing with these capacity issues, that ultimately is 
what’s in this. 

Mr. DRAPER. Yeah, I mean, I think there’s a lot of unknowns, 
but it’s hard to say that revenue is going to go down by 20 percent 
just arbitrarily because the theory is Qiat everybody has to get 
health insurance. 

Mr. DAVIS. No, no, no. I’m speaking in your business itself. 

Chairman RANGEL. Ms. Schwartz. 

Ms. SCHWARTZ. Thank you, Mr. Chairman. That was sort of a 
spirited discussion. So, I was actually sort of enjoying it. But thank 
you for the opportunity to follow up. I think the, following up on 
the previous questions, I think the real question I have for you, 
and I’ll ask particularly Mr. Kirsch and Mr. Draper, too, to speak 
to this is, would we be better off if we actually make some of the 
changes, the changes that are in this legislation? I think, but the 
particular interests I think that many of us have is that we recog- 
nize and it’s been said by a number of the panelists, that we have 
to contain costs. 

That particularly, for something for government, and our ability 
to sustain and our commitment under Medicare, and we plan to, 
and our economic competitiveness for both large and small busi- 
nesses, we need to both contain costs and improve quality and get 
better outcomes on health care. And that we have to help all Amer- 
icans get affordable, meaningful coverage. We think that’s a goal 
we can meet, as Americans, and that we should. And I appreciate 
all of you agreeing with that goal. 

Now, there are obviously some disagreements as to exactly how 
we get there, but I think recognizing the reality, I think one of the 
reasons we’ve spent so much time on small businesses, is that, and 
Mr. Draper’s situation in particular, is that the group that has the 
greatest difficulty right now in obtaining coverage are people who, 
as individuals and as small business. Because they don’t have the 
ability large companies have to negotiate rates with insurance com- 
panies. Or to maybe do some of the innovative wellness and pre- 
vention programs, you can spend extra dollars on that. You may 
even have more dollars to spend on health care coverage and get- 
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ting really good plans and the union shop, they might actually have 
negotiated some very good henefits. 

But the fact is, right now, it is very hard without some of the 
protections and opportunities that are going to he provided in this 
bill to be able to get affordable, meaningful coverage. So, I wanted 
to ask both Mr. ffirsch and Mr. Draper about some of the market 
reforms and protections, making sure that when you buy insurance 
you don’t have to be 27 and healthy to be able to buy an affordable 
policy. That if you have preexisting conditions, if you’re older, if 
you’re a woman, if you’re in a business that actually has some high 
risks, that you will be able to buy affordable coverage. 

The legislation that we’re talking about today does that. It actu- 
ally says to the insurance industry, large or small employers, in the 
exchange, we’re going to actually comply with these changes. We’re 
going to set new rules. And make it more affordable. We’re not 
pushing anyone into a public option. So, my question for you is, 
would it be helpful to, do you think, to business and to individual 
Americans to be able to buy affordable insurance that’s meaning- 
ful? And it is going to take a few dollars to get this up and run- 
ning, but in the long run, I think we can do some of the quality 
changes that we want to talk about with the next panel, that we 
actually will improve quality and reduce costs for all of us. So, 
that’s kind of the bottom line. But Mr. Kirsch, would you just brief- 
ly speak to that? 

I feel like we’ve gotten away from that as we talk about possibili- 
ties that no one really thinks is going to happen. 

Mr. KIRSCH. Right. And you’re absolutely right. There will be, 
as I said in my testimony, one question that individuals and em- 
ployers and basically every American is going to ask, will at the 
end of the day, will I have a guarantee of good, affordable cov- 
erage? 

And your legislation does that. It says, you’re not going to have 
to worry about denying preexisting conditions, charging more be- 
cause you’ve had a health history. We think one thing you could 
do better is you’re still allowing people to be charged more because 
they’re older. There’s no reason to do that because you’re making 
affordability based on income, which is the right way to do it. 

But let’s get everybody in a system, and for small businesses, the 
legislation is incredibly important. Because what you’ve done, 
you’re putting small businesses, which are now subject to incred- 
ible vagaries of the market. One employee gets sick, rates go 
through the roof. In an exchange, costs are predictable with bene- 
fits for individuals and small businesses. 

Ms. SCHWARTZ. I’ve heard from small businesses in this mat- 
ter, just to answer your comment, who have seen rates go up 40 
percent from one year to the next. Someone’s gotten sick and 
they’re in a small policy. Talk about unpredictability for small busi- 
nesses. You have 10 employees or, and suddenly you see increased 
costs, not just of 10 percent but of 40 percent, that’s pretty 
unsustainable and maybe unsustainable from one year to the next, 
let alone over a long term. 

So, as you move forward and you may keep some of your employ- 
ees for more than just a few years and they may actually get older, 
and even if they’re younger, they may actually, someone finds 
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themselves quite sick, having, understanding that they’re going to 
have a commitment for ongoing care. I think that’s really impor- 
tant. They won’t lose coverage, they won’t be charged more for 
their health status. I assume that would help you be able to grow 
the number of jobs in your business and grow your company. 

Mr. DRAPER. Yeah, I mean, I support the plan, not because I 
work for a group that hired me to support the plan. I support it 
just because I read through it and think that it makes sense. And 
that one thing the exchange does is, the oddest thing about our free 
market insurance is that it’s not a market. You can’t compare 
prices between doctors, between surgeries. You have eliminated the 
only thing that makes a free market, which is price comparison. 
And so, the system we have now is just so backward and ineffi- 
cient, that I think you need to reform part of the exchange but a 
public option is also necessary because in a place like Iowa, every- 
thing is controlled by two companies. There’s no actual competition. 

Ms. SCHWARTZ. There’s no real competition. 

Mr. DRAPER. So, I think everything working together with regu- 
lation and competition, it would come out better in the end. 

Ms. SCHWARTZ. And maybe some transparencies, you can actu- 
ally compare apples to apples in an exchange, for example. 

Mr. DRAPER Yeah. 

Ms. SCHWARTZ. All right. Well, thank you very much and 
thank you all for your testimonies. 

Chairman RANGEL. Mr. Boustany. 

Mr. BOUSTANY. Thank you, Mr. Chairman. I have a question 
for Mr. Shea and Ms. Hansen, in particular. You know, we’re talk- 
ing about a government option. But there are a lot of details that 
will go into a government option that have not been fleshed out 
and I have a lot of concerns about. Now we’re going to put the Sec- 
retary in charge of creating an insurance product. The Secretary is 
going to have to provide for reserves, which will be taxpayer money 
to back up that insurance product. Of course, it will collect pre- 
miums and do all these other things. 

So, you’re basically building an insurance company from scratch. 
You’re going to have to either contract out with insurance expertise 
or build it in-house, a very expensive proposition. You also have to 
build out a provider network. And the question I have for the two 
of you is, what happens if physicians, by and large, choose not to 
participate in the government option? 

I mean, currently, a lot of physicians are backing out of Medicare 
and Medicaid because of low reimbursement. And all the bills being 
proposed, including this one that we’re talking about today, are 
going to utilize Medicare reimbursement or near Medicare reim- 
bursement. So, what if physicians choose not to participate and you 
have no provider network? 

Mr. SHEA. I really think that’s an important issue. Because one 
of my fears is, if we wind up with a public insurance plan that is 
very weak, physicians are simply going to say. I’m not interested. 
There’s no compunction on me, I don’t have to, it’s not like Medi- 
care, I’m not going to tie this to Medicare. We’ve got to have some 
rules that require, I think, require providers to participate in this. 

Mr. BOUSTANY. So, you would have the Secretary require all 
physicians? 
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Mr. SHEA. I’m not saying how it would be done, or all physi- 
cians, but you have to have some sort of a structure so that if a 
public plan is going to be at all meaningful, they have to have a 
supply of providers. Of course, they have to pay fewer rates for 
that. And this whole issue of rates which we’ve been discussing is 
really, really important. And we’ve lumped together in a way that 
I don’t think is useful. 

Medicaid rates are largely too low. In Massachusetts, when they 
passed the plan, part of the deal was, to get the physicians on 
board, was to raise the Medicare rates. That improved everything 
for everybody. Medicare is a situation where they do their rates 
based on cost. 

Mr. BOUSTANY. Actually, they’re not really based on cost. 

Mr. SHEA. Well, let me get, it’s their calculation of cost. What 
has happened is that we’ve build such an expensive health care 
system 

Mr. BOUSTANY. When you say, you talking about CMS’ calcula- 
tion? 

Mr. SHEA. Yes. 

Mr. BOUSTANY. Yes. Okay. 

Mr. SHEA. We’ve built such an expensive system, that a calcula- 
tion of minimum costs doesn’t cover actual experienced costs. So, 
I think you could justify the Medicare rates. I think it would be 
wrong to go Medicare rates because it would be too big a shock to 
the system. 

Mr. BOUSTANY. It would be a problem. I’ve had 20 years clin- 
ical experience as a physician and also sat on the board of a com- 
munity hospital and saw the intense financial pressures because of 
reimbursement rates not covering costs. It’s a serious problem. And 
I would submit that it is a serious problem about physician partici- 
pation, based on my knowledge of physician behavior. 

And so, for Ms. Hansen, I would say, I know my colleague, Mr. 
Ryan, talked about Medicare. I’m hearing from a lot of my Medi- 
care constituents who are very concerned about the ongoing debate 
and whether this will accelerate the insolvency of the Medicare 
trust fund because it’s going to put more pressure on the govern- 
ment in terms of fiscal outlay to create this government option. 

So, you have to have concerns as a leader at AARP in this, also 
knowing that physicians, many of them across the country, and in 
specialties and in primary care, are backing out of covering Medi- 
care patients. So, we have a stressed Medicare system and we’re 
now talking about creating a new government program, call it an 
entitlement because it’s going to be an open-ended requirement for 
funding at the end of the day. So, I’d like to hear your comments 
on this. 

Ms. HANSEN. Well, I think the ability to make sure that there 
is a good provider network, you’re absolutely right. I think right 
now there are concerns. Medicare or not. I think that even the com- 
mercial market is finding some challenges there. So, I think that 
one of the areas that AARP is supportive of is making sure that 
physicians are going to be paid appropriately and we have sup- 
ported having legislation to fix the SGR. 
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Mr. BOUSTANY. Do you support coercive measures by the Sec- 
retary of Health and Human Services to push physicians into pro- 
viding care for a government program? 

Ms. HANSEN. We have not discussed that. Our principle is mak- 
ing sure that providers are rewarded for quality as well as appro- 
priate reimbursement. 

Mr. BOUSTANY. Thank you. I yield back. 

Chairman THOMPSON. Thank you. Mr. Etheridge. 

Mr. ETHERIDGE. Thank you, Mr. Chairman. And I’ll, I want to 
thank each of you, you’ve been very good for sticking around for a 
long time with the schedule we have today. Let me ask Mr. Draper 
just one quick question of you. I ask it from having been in busi- 
ness for 19 years and had responsibility for helping with human re- 
sources and a host of other areas in providing, and at one point, 
responsible for health care so I know the challenges you face, num- 
ber one, in paying for it and, number two, in making sure you have 
it for your employees as different plans change from year to year 
and costs go up. 

But you mentioned in your testimony that the most basic insur- 
ance coverage offered to you is catastrophic coverage. And of 
course, I think that’s one of the issues that most people fear in this 
country is that whatever their plan is, they’ll have a catastrophic 
issue and history has proven that by and large that’s what throws 
people in bankruptcy. They run into a huge medical cost and then 
they tend to lose what they have. So, my question is, is cata- 
strophic coverage enough for you to feel that you and your family 
would be protected from bankruptcy due to the medical costs and 
to feel confident that you would have access to routine medical care 
if you needed it within the plans that you now have? 

Mr. DRAPER. Now, personally, I have a family plan through my 
wife, and so the catastrophic coverage from the employees, I think, 
I mean, it covers catastrophic coverage, you want catastrophic cov- 
erage just so you don’t develop a brain tumor when you’re unin- 
sured, then you’ll never get insured. So, you have to have some 
basic insurance. I think the reason why people go into bankruptcy 
is because even if they have the catastrophic coverage, the 
deductibles each year are so high, and the savings rate for people 
is so low that $10,000 is enough to send somebody into bankruptcy. 
A $10,000 bill in a year. It may not make sense for anybody who 
has saved money or has money but for the people right on the edge, 
that’s the problem. So, I don’t think that catastrophic coverage will 
prevent people from going into bankruptcy. 

Mr. ETHERIDGE. Thank you. I’ll get that on the record. Mr. 
Johnson, let me ask you one question because in looking at the tes- 
timony that you put in, you indicated support for exchange and in- 
clusion of both nongroup and small group markets, which would 
cover small businesses and others. And in that, I think you said 
you indicated that the Chamber of Commerce supports the concept 
of an exchange as advanced by the President and of course, I think 
you have indicated here that, and many of those views are compo- 
nents of a reform legislation, and now you’ve long advocated that 
position of pooling. 
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So my question is, do you support the concept of an exchange to 
allow for pooling? And would you, and who should he allowed to go 
into that exchange? 

Mr. RANDEL JOHNSON. Well, we do support the concept of an 
exchange. Exactly how it’s constructed and should he. I’m not quite 
sure. We are concerned, this goes to your question. Congressman, 
we are concerned about the Board apparently having a gateway 
power to define who goes into the exchange and who doesn’t and 
we aren’t certain what that level would he. 

It would appear to he that the government would he empowered 
to have, to define, who meets that favored criteria. Since we don’t 
know what that criteria is, that’s an issue to us. But I think that’s 
something we could work on. 

Mr. ETHERIDGE. But your point is that concept makes sense. 

Mr. RANDEL JOHNSON. Yes, it does. And the Senate Health 
Committee, we said the same thing in the Senate Health Com- 
mittee testimony and I think that’s a key part of all these bills, 
that we can work on together. 

Mr. ETHERIDGE. Okay, thank you. And I yield back, Mr. Chair- 
man. 

Chairman THOMPSON. Thank you. Mr. Davis. 

Mr. DAVIS. Thank you, Mr. Chairman. Let me, if I can, and I’ll 
direct this question, I guess, to Mr. Kirsch, Mr. Shea, or Ms. Han- 
sen. One of the things we’re wrestling with, and I recognize that 
this is a little bit beyond the scope of the hearing, but one of the 
things we’re wrestling with is obviously how we pay for all of this. 
And just to take advantage of your expertise while we’re here, I 
want to spend a minute or so asking you about one option that’s 
the subject of debate. And that’s the plausibility of taxing for some 
individuals, the value of the benefits provided by their employers. 

Does anyone on the panel favor taxation? I suppose, frankly, no 
one’s advocating a full scale taxation, but taxation beyond a certain 
level. Who on the panel favors a partial taxation of employee bene- 
fits? Just by a show of hands, so I can see that. Does anyone on 
the panel favor a partial taxation of benefits provided by employ- 
ers? 

Mr. Kirsch, you’re nodding your head no. And just tell me for the 
record why you don’t favor such an option. 

Mr. KIRSCH. Well, first of all, we don’t think it makes sense to 
have health care be more expensive for people when the big prob- 
lem is how much health care already costs. So, we don’t think it 
makes sense to tax people who are fortunate to have good benefits, 
which basically means they have things like maybe dental care or 
vision care or a larger network or lower out-of-pocket costs. We 
want everyone to have that. We don’t want to make it more expen- 
sive. And then, in addition, if you look at what actually happens, 
when you try to set a value, if you even buy that premise, there 
are huge geographic variations, there are variations based on busi- 
ness size, on age and health status of workforce, so it’s wrong in 
the first place and there’s no way to arrive at a number that’s equi- 
table. 

Mr. DAVIS. So, again, just to make sure I fully understand this, 
some people have argued that well, if you set, say, a reasonably 
high cap. Let’s say you set $16,000 a year and only tax benefits 
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above that. Some have argued that that would have the effect of 
only taxing people with so-called Cadillac plans. You disagree with 
that. 

Mr. KIRSCH. Let me actually put on another hat. That until this 
job, I was a small businessowner. It was a nonprofit small busi- 
ness, but we had employees in several offices in New York and be- 
cause costs in New York City are so much higher than in Roch- 
ester, we are paying, I think $18,000, $19,000 for a family policy 
in New York City that had lower benefits than the same policy in 
Rochester that was like, $12,000. 

If you live in New York City, which has high health care costs, 
it has nothing to do with the benefit level, just happens to be an 
expensive place to live. Why would we tax those people? 

Mr. DAVIS. So, in other words, someone making, someone who 
has a $16,000 benefit, the face and profile of that person might not 
be a CEO but it could be someone who’s making $70,000 or $80,000 
a year, correct? 

Mr. KIRSCH. Well, in New York City, you know, we paid higher 
salaries than upstate but maybe we paid someone $60,000 for what 
we paid $45,000 in Rochester. At $60,000 a year you’re not going 
to be able to afford $18,000 a year, or have to pay taxes on it, it’s 
crazy. 

Mr. DAVIS. And I’m assuming that some people have higher 
value plans because their health situation leads to obtain higher 
value plans. Is that a fair assumption? 

Mr. KIRSCH. Yes. I mean, basically if they’ve been sick or are 
older, their plan is going to cost them more. Not because it’s worth 
more in terms of the benefits, just, it’s going to cost more. 

Mr. DAVIS. Mr. Shea. 

Mr. SHEA. We agree with everything that Richard said and I 
have spoken on this before, but let me add one other thing which 
is that if you look at the companies that have a lot of early retiree 
costs, pre-Medicare retirees, and they are continuing to provide 
them benefits because the industry is changed, they’ve bought the 
people out, they didn’t want to just dump them off because, you 
know, it’s hard to get insurance. Everybody knows that 55 and up. 
The costs. I’ve looked at some of the numbers in the union plans, 
the costs increase because of that retiree, can be enormous. So, 
$20,000 a year? Not because of Cadillac benefits, I mean, they’re 
good benefits, but because there are a lot of retirees in the plan. 

Mr. DAVIS. Let me slip in a question, my final 30 seconds. I 
thought, I didn’t agree with where Mr. Boustany was going but I 
think his question is an appropriate one. What is beyond the extra 
5 percent, beyond Medicare, that goes to doctors participating in 
the public option, or accepting people who are participating in the 
public option? What’s an appropriate incentive for the government 
to offer doctors? Are there some ideas you can throw out? Because 
I think that the concern’s a valid one, that just as some doctors are 
not accepting Medicare and Medicaid, they won’t accept public op- 
tion patients beyond the extra 5 percent the Medicare recipients 
get, or the doctors covering Medicare recipients get, what are some 
appropriate inducements to offer doctors so they will accept in the 
public option? Ms. Hansen. 
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Ms. HANSEN. You know, when I said the word, quality was 
there, and I think looking at the performance of producing good 
outcomes on behalf of their patients, practicing with the areas that 
show some evidence that this is what should occur, so there should 
be bonuses, perhaps, as one way to reward the effective practice of 
care for people. 

Mr. KIRSCH. And that’s a great answer. One of the things we 
think is very important that the public option can do, is be able to 
do that kind of innovation and payment systems and so our policy 
is that should not be tied to Medicare. Starting with Medicare is 
ok as a basis, as a way to help you get started. We want, though, 
the public option to do the kind of innovative reimbursement sys- 
tems, the right incentives, that Jenny’s talking about so that we ac- 
tually can improve care and control costs. And so that doctors want 
to be in a system that provides the right kind of incentives for 
them doing good care. 

Mr. DAVIS. Thank you, Mr. Chairman. 

Chairman RANGEL. The Chair recognizes Mr. Ron Kind. 

Mr. KIND. Thank you, Mr. Chairman. I’m going to be brief. The 
panelists have been above and beyond the call of duty, shall we 
say, with your patience, your testimony today. One of my main fo- 
cuses with health care reform is trying to address the needs of 
small business and family farmers. Mr. Draper, I’m looking at you 
right now. And in the past. I’ve introduced bipartisan legislation. 
I think very good and reasonable bipartisan legislation, both the 
House and the Senate called the Shop Act, which very simply 
would establish a national exchange or national purchasing pool for 
small businesses to be able to join along with tax credits and incen- 
tives to make it more affordable. 

Because a small group market clearly failed. Too many small 
businesses and family farmers, if you’re talking about the 47 mil- 
lion uninsured, most of them are working Americans, either in 
small businesses or on farms that can’t afford coverage because of 
the lack of a good small group market. A lot of that Shop Act pro- 
posal, the principles are contained in this draft discussion right 
now. 

The tough decision we have to make is where do we draw the 
line as far as exempting small businesses and family farms from 
the mandate of providing coverage for their employees. What’s the 
reasonable line that can be drawn? What factors should be consid- 
ered? Mr. Draper, I want to get your thoughts on this. One, there 
are a variety of options we can look at. One is based on gross sales, 
or gross revenue for that business or farm. Another is based on the 
size of the payroll for that small business. The other is based on 
an adjusted gross income, where you back out all the input costs 
and you’re left with basically net profit at the end of the year. 

Mr. Draper, I’d be interested to get your thoughts on where we 
should exempt, what level should we exempt small businesses from 
having to provide health care coverage for their workers? 

Mr. DRAPER. Yeah, I mean, that’s one of the many things that 
makes me glad I don’t have to write this bill. It’s tricky because 
you could set it at a certain amount, say, income that they’d be ex- 
empt. And so, for 4 years they’d be paying 8 percent, but then say 
you have a recession like this year. Company’s income goes down. 
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suddenly, 30 percent of the companies that were paying in now 
aren’t paying in, there’s a budget shortfall, so it’s tricky to draw 
the line. I mean, I would. I’m more for requiring everybody to have 
health insurance, no matter how we do it. Just for the reason that 
if you require everybody, the theory is the rates will go down. 

If you require everybody to have health insurance and the rates 
go up, obviously that will be frustrating, but this is one of the 
tilings that in order to move forward into the future, you’ve got to 
kind of do something and just because you don’t know exactly 
what’s going to happen doesn’t mean you should stop trying to do 
anything. So, I don’t know where it would be to draw the line. You 
may just want to require health care for everybody and not try to 
worry about, you know. 

Mr. KIND. I appreciate that response. But just to be clear, there 
will be shared responsibility, so if the business isn’t required to 
provide coverage, the individual will still be required to obtain 
health coverage and that is how we’re going to try to work with 
them to make it affordable for low-, middle-income families so they 
can go into the market and purchase health care on their own. 

But my question, and Mr. Shea, maybe you want to jump in 
here, is if we are going to exempt small businesses, many of whom 
are really operating on a tight margin and having the requirement 
of providing coverage themselves could put them over the end and 
they wouldn’t be able to stay in business, what should be the cal- 
culation that we use? Mr. Shea. Do you have? 

Mr. SHEA. I’m not going to be very helpful to you. Congressman. 
I think, like Mr. Draper, the best approach is to put everybody in 
and then subsidize those people who really are at the low end who 
warrant it. But once you start keeping some people out, you’re 
going to get distortions. You’re going to get gaming. So, I think you 
put everybody in. And the other reason I say that is just something 
that hasn’t been mentioned here. 

Most of the people who don’t provide coverage, who are low mar- 
gin, small employers, are competing against other low margin, 
small employers. So, if you put all of those people in, it’s not like 
you’re going to give some people a disadvantage, you know, every- 
body is going to be in the same situation. And if you have enough 
subsidy so that we don’t lose wholesale jobs, and I think that’s just 
something you’ve got to design in, I think it’ll work. 

Mr. KIND. Mr. Kirsch. 

Mr. KIRSCH. Yes. I agree. I think shared responsibility means 
we make it affordable for all small employers and they pay in a 
reasonable way. And I think the analogy here is the minimum 
wage. I mean, we don’t say to some small businesses, you don’t 
have to pay a minimum wage. We say, a basic requirement of being 
in business is to contribute to long-term retirement through Social 
Security, and to pay at least a minimum wage. And so, let’s now 
do the same for health care, but let’s make it affordable. 

The problem right now is, as you know, health care is not afford- 
able to too many small employers. There are a lot of things you’ve 
done in this legislation, numerous things to make it affordable and 
then every employer can pay because you’ve made it affordable, 
even the smallest low-wage employer because you’ve made an af- 
fordable option in this legislation. 
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Mr. DRAPER. Yeah, I think you pretty much want to have to try 
to include every business just because trying to exempt some, I 
mean, it’s difficult just because the other side will say, oh, but 
what about the small business? But, looking at the big picture, if 
you guys wanted to help small business, just eliminate income tax 
for small businesspeople and raise capital gains tax. 

But so, it’s hard to argue for it. I think it may be tough for some 
people, but I think people in small business are used to getting it, 
and it’s kind of the only way to do it is to require everybody to have 
it. 

Mr. KIND. Thank you. Thank you, Mr. Chairman. 

Chairman RANGEL. You have been one outstanding panel. And 
one patient panel, I might add. And I only can offer to you, remem- 
ber this day as you kicked off an historic piece of legislation that 
is long overdue in our great Nation and that you have been a part 
of it. 

In the early 1960s, I walked with Dr. Martin Luther King for 54 
miles. I had no idea what I was doing. But I don’t tell that to my 
grandkids today. I told them I was a part of that great civil rights 
movement. And I want you to really and truly believe that your 
testimony is going to help get this thing started. We’re going to 
have the outstanding businesspeople of our community under- 
standing that their concern with our country, the employees, com- 
petition, education, health care, and all of you are going to be very 
proud of the contribution. 

We are collectively thankful and I know that Mr. Camp joins 
with me that we’re going to get this thing done. Thank you so very, 
very much. I yield to Mr. Camp. 

Mr. CAMP. Well, no, I just want to echo. Thank you all for tak- 
ing the time. It’s been a long day waiting and then a long time at 
the witness table and I certainly appreciate all of your effort today 
to help eliminate what we’re looking at which is a health care pro- 
posal that is a significant one. And I just want to thank you for 
your testimony. 

Chairman RANGEL. Thank you. Now, we will call the next 
panel. Dr. Baxter. He’s from my hometown and if we could pack- 
age, where’s Dr. Baxter? If we could package the enthusiasm that 
the doctors and staff have at William E. Ryan Health Center, it 
would be good for the country. You do a great job and our commu- 
nity appreciates it. 

The American Academy of Family Physicians, the President of 
that group. Dr. Ted Epperly. We hope that you feel very proud of 
this package because we’ve invested a lot of money in expanding 
the number of physicians, especially primary care and we’re going 
to make certain that we give the opportunity to do what doctors 
were trained to do and that is to take care of patients and provide 
health care. 

And our nurses. The Rhode Island State Nurses Association on 
behalf of the American Nurses Association in Silver Spring, Donna 
Policastro. Some believe that the nurses are really the backbone of 
the hospitals and we want to appreciate, not only what you’ve 
done, but to appreciate and encourage and provide incentives in 
terms of pay for the professional work our nurses do. 



203 


Chip Kahn. Chip. Well, it’s good to have you with us. I remember 
the meetings that we had and I told the hospitals that we’re going 
to pass you by, but what an opportunity to participate, to help us, 
to give us direction and we couldn’t have done it without the pro- 
fessionals. We tried to do the right thing as legislators, but we 
can’t do it without the people on the ground that deal with these 
problems every day helping us so that we can avoid making big 
mistakes. 

And Richard Warner, a doctor from the Kansas Medical Society 
House of Delegates, the AMA Alternate Delegate and past Presi- 
dent of the Kansas Medical Society, we welcome you here and I’m 
going to call upon Mr. Larson, John Larson to share with us his 
support for Ronald Williams, who’s the Chairman and CEO of 
Aetna Insurance Company, from Connecticut who, unfortunately is 
with the President, as he has joined with us in sharing his exper- 
tise in this field. The Chair would like to yield to the Chairman of 
our Caucus, John Larson. 

Mr. LARSON. I thank the distinguished Chairman and I make 
apologies on behalf of Mr. Williams who was, along with our other 
panelists, waiting patiently to bring testimony but he has, as the 
Chairman has indicated, been called to the White House, where he 
is at a health care event and focusing on prevention. 

I just want to echo what the Chairman has said about Mr. Wil- 
liams. The Aetna is an outstanding company in the State of Con- 
necticut. And Mr. Williams has been an exemplary Chief Executive. 
He has toured the State with Senator Dodd conducting forums on 
health care. Aetna, as you might suspect, leads the Nation, in fact, 
was the first national insurer to offer consumer directed health 
care plans. It was the Aetna that through information technology 
in bringing new levels of transparency to the health care system, 
has paved the way for innovation and driving them, what the 
President continues to emphasize, is at the heart of bringing re- 
form to this system. And that’s the cost. With health care ap- 
proaching 20 percent of our GDP, it’s important that we focus on 
this. But also add that with respect to a public plan. Chairman 
Williams has been asked whether he could compete with a public 
plan or not, and he said, all things being equal, yes. And I think 
that’s what these hearings are about to make sure we hear how we 
can make all things equal and move forward on behalf of the Amer- 
ican people. Again, I want to thank the Chairman and on behalf 
of Ron Williams from the Aetna indicate the gratitude to be here, 
but as the Chairman understands, he was called away to a meeting 
to a higher authority at the White House. Thank you, Mr. Chair- 
man. 

[The prepared statement of Mr. Williams follows:] 

Prepared Statement of Ronald A. Williams, 

Chairman and CEO, Aetna, Inc., Hartford, Connecticut 

Chairman Rangel, Ranking Member Camp and Members of the Committee, 1 am 
Ronald A. Williams, Chairman and CEO of Aetna. Thank you for the opportunity 
to speak here today as we approach a critical juncture in the national health care 
reform discussion. Let me start by emphasizing that we share a common goal. We 
want to get everyone covered with adequate health insurance, improve the quality 
of health outcomes, and get better value for each dollar spent on care — with the goal 
of reducing cost and improving affordability for the American people. 
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Your effort moves us closer to those goals, and I applaud the Committee for trying 
to offer solutions that address the issues of cost, quality and access. Your plan 
would maintain the overall strength of the employer-based system, allow people to 
keep what they have, and provide solutions to improve the individual and small 
group market. While we may not agree on all the specific details of your overall 
plan, our intent is the same. 

For example, I called for reforms that would guarantee that health insurance com- 
panies have to issue health insurance regardless of health status and limit medical 
underwriting. We can make these reforms if we also have in place an individual cov- 
erage requirement, just like Massachusetts, so that insurance is not just about get- 
ting it when you are on the way to the hospital. 

Facts About the Health Insuranee Industry 

To fully appreciate that we have common interests, it is important to understand 
the goals and values of insurers today. Unfortunately, many people have made as- 
sumptions about our sector that may have been true 20 years ago but are not based 
in marketplace realities today. 

We are not, in fact, one of the key drivers of health care costs. U.S. health care 
spending topped $2.4 trillion in 2007, while the combined profits of the top 10 
health insurers were approximately $8.3 billion. It is important to understand that 
insurance premiums are directly tied to the cost of underlying services in health 
care, including doctor, hospital and other provider costs. In 2007, the cost of health 
care services grew at an annual rate of 6.4%, resulting in overall premium in- 
creases, on average, of 6.1%. 

Aetna today processes 206,000 calls a day and well over 50 million a year — over 
45.5 million calls were answered in an average of 19.3 seconds and 94 percent were 
resolved the first time; we processed 407 million medical, dental and pharmacy 
claims in 2008. Of these, only 0.3%, or 1.2 million, were not processed correctly. Get- 
ting all this right takes long-term investment, staying current and complying with 
the changing regulations from more than 50 jurisdictions and a commitment to con- 
stant improvement that can be implemented carefully. 

But it would be a mistake to see our business model as a simple claims-paying 
operation. In fact, the competitive nature of our business requires us to generate 
strong value on behalf of the members that we cover. We have become leading 
innovators in chronic disease management, wellness and prevention, performance- 
driven payment models, quality management, and end-of-life care. 

We also have been leading the health information technology (HIT) movement to 
give consumers and their doctors tools that empower them to make better decisions 
about their care pathway — using their personal health information in real time. 
Since 2005, we’ve invested more than $1.8 billion in HIT, and we’re seeing real 
value for that investment. 

Notably, our unique clinical-decision support technology, CareEngine®, provided 
through ActiveHealth Management, has been used to analyze more than 18 million 
complete patient records against current standards of care to identify gaps in care 
and to alert physicians with “care considerations” that they can act on. These clin- 
ical alerts have been reviewed by specialists at Harvard, and as a result we are able 
to say that Harvard approves of the language and how these clinical tools have been 
built. We have also submitted many of these measures that are used to support the 
clinicians to the National Quality Forum, and 33 are being reviewed for endorse- 
ment. We feel that we are raising the bar in the measurement of quality by our 
ability to collect diverse data and integrate it into useful decision support for clini- 
cians. 

CareEngine was tested in a randomized clinical trial, with the results published 
in 2005 and again in 2008. The use of the technology and the subsequent physician 
actions prompted by these care alerts produced a reduction in patient hospitaliza- 
tions of 8% and a savings in charges of more than $8 per member, per month 
(PMPM). In a 2008 followup study, ^ the tool’s impact was further validated by find- 
ings that showed the use of advanced clinical-decision support with care alerts re- 
duced overall charges by 6%, with charge savings in excess of $21 PMPM. 

We are an essential element of health care today, helping employers and con- 
sumers get better care. Much of the innovation in our health care system is fueled 
by private insurers working alongside employers to ensure the health and well-being 
of employees. In fact, many of the payment and quality reforms currently proposed 
for the Medicare program were actually created, tested and proven by employers 
and insurers working hand in hand in the private sector. 


1 The Journal of Health Economics, “Information Technology and Medical Missteps: Evidence 
From a Randomized Trial,” 2008; 585-60. 
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Our ability, however, to innovate and deliver diverse product offerings across the 
country is very much affected by our complex regulatory environment. We are one 
of the most heavily regulated industries in the Nation. We are regulated uniquely 
by 50 States and by multiple jurisdictions within each State; we are regulated by 
cities, in some cases, and several Federal agencies. Each regulatory body takes a 
different approach to how it handles regulation of the health insurance market and 
enforcement of the rules. These regulations today could fill a small town library. 

The unintended consequences of these regulations are that each has a different 
effect on cost to the consumer and our ability to provide innovative product offer- 
ings. It is one of the reasons we see individual health insurance in New Jersey that 
is about 300% more expensive than similar plans offered in neighboring Pennsyl- 
vania. Bringing a more common approach to regulating the market — if it is with an 
eye on simplification — could make the market more responsive and increase con- 
sumer access to more cost-effective products. If we are going to set national rules, 
they need to preempt other statutes that try to accomplish similar outcomes. 

We are also committed to continually reducing the administrative costs, and have 
made a pledge to the President to simplify our interactions with doctors, hospitals 
and other providers to produce savings and, more importantly, to streamline our 
system so that uniformity throughout reduces costs, improves interaction times, and 
addresses the key “friction points” that the medical community has asked us to ad- 
dress. The industry has committed to the following administrative simplification re- 
forms: 

• Automate and standardize the electronic processes used by health plans to do 
business with providers including: claims submissions, eligibility verification, 
claims status, payment and remittance. 

• Eliminate the variation in how our industry implements administrative stand- 
ards through the designation of an organization to develop uniform rules that 
would be incorporated in future versions of IT standards enabling providers to 
access consistent insurance information. 

• Implement uniform standards for health plans’ personal health records (PHRs) 
to ensure that patients and their providers have accurate, real-time information 
available 24 hours a day regardless of location. PHRs will help reduce duplicate 
tests, ensure up-to-date medication history, and facilitate better quality care by 
physicians. 

• Adopt uniform quality performance measures that are actionable for physicians, 
hospitals, and other clinicians and issue consumer-friendly reports that assist 
patients in making more informed decisions. 

• Propose that an independent third-party entity is created to: coordinate the col- 
lection of information on provider licensure, board certification, and adverse ac- 
tions; and facilitate credentialing by hospitals and health plans across all pri- 
vate plans and public programs. 

• Propose that a multi-stakeholder national task force is created to develop a 
process similar to the National Correct Coding Initiative (NCCI) to address cor- 
rect coding for all populations and health care services covered by public pro- 
grams and private insurers. 

The differences between Medicare and private plan administrative costs are often 
referenced, despite the significant differences in the target populations and services 
provided. Even so, when compared on a per-member, per-month basis, administra- 
tive costs are nearly the same for Medicare and private plans. 

Cost and Quality 

Underlying medical trend is rising about 12-15% per year due to the cost and uti- 
lization of medical services. Recently, The New Yorker magazine, in a story by Atul 
Gawande, highlighted a worrisome problem in this country that some are now call- 
ing the “McAllen, Texas Problem.” McAllen has one of the highest Medicare expend- 
itures per capita in the country, yet its population is no sicker than most other 
places. But because it has high provider capacity, this capacity drives up volume 
and cost. A lesson for our country — we need to align incentives with quality out- 
comes, not volume. 

The problems we face in health care can be solved. In fact, the industry came 
close in the 1990s, when the medical cost trend dipped from 8.1% in 1992 to 
( — 1.1%) in 1995. Back then, you had a medical home called a primary care physi- 
cian whom you needed to consult before you could see a specialist; you had limited 
choice of doctors and hospitals from a closed network, a network that agreed to 
tighter payment rates for services; and payments to providers were bundled for 
highly intensive procedures and allowed providers to keep some of the savings. Ulti- 
mately, that model did not work as consumers wanted more choice and more control 
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over their options, and providers wanted more control over the options they could 
offer. We don’t advocate it now. We may have achieved many of the right results 
but in the wrong way. 

Consumers’ expectations remain essentially the same today as they were in the 
’90s. Today most experts agree that 30% of health care is unnecessary, and yet the 
majority of Americans believe they don’t get the tests and treatment they need. 
Fifty-five percent of Americans say insurers should pay for what a doctor rec- 
ommends, even if a treatment has not been proven more effective than a cheaper 
one. If our collective goal is to achieve affordable coverage for all Americans, it is 
essential that we address these issues and make delivery system reform happen. 

A lot of exceptional work is being done to examine the issue of paying for quality 
vs. volume. In cooperation with providers and employers across the country, we con- 
tinue to experiment with aligning quality incentives and payments to providers 
when they follow the medically recommended care pathways, as determined by the 
various medical professions. As a result, we have seen improving averages in breast 
cancer and colorectal screening, improving back surgery outcomes while reducing 
the use of imaging, improved use of antibiotic management leading to fewer re- 
admissions (in one network alone readmissions went down 19% over a 60-day pe- 
riod), and we have seen similar results in diabetes management, oncology and car- 
diac care. When we focus on the patient in a holistic manner, we get better quality 
outcomes for patients and overall reduced costs. These are programs that have been 
done in cooperation with groups such as the Leapfrog Group and our own Bridges 
to Excellence program. These programs have reduced cost while improving quality. 
When people get the right care at the right time, the whole health system benefits, 
and we achieve value-based health care for all. 

Making insurance affordable will require us to bend the health care cost curve; 
all of us have a role in this effort. But we must start with a major reform of the 
payment system, as this is the underlying cause of the over expenditure we live 
with today. 

Prevention and Wellness 

Health care reform needs to include strong prevention and wellness initiatives; it 
is the most important investment we can make in our future. Today, our health care 
delivery system is largely oriented toward the treatment of disease, rather than fo- 
cusing on preventable health conditions. Refocusing our system to prevent disease 
and promote wellness can lead to better health for all Americans and positively im- 
pact costs systemwide. 

More than half of Americans are living with at least one chronic disease. Nearly 
one in five 4-year-olds is obese, with significant disparities in prevalence among dif- 
ferent racial and ethnic groups. The United States spent $217.6 billion on direct 
costs in treating non-institutionalized Americans for chronic disease in 2003, while 
experiencing an added $905 billion in losses associated with indirect costs. 

We must refocus the health care system on getting and keeping people healthy 
throughout their lives. I believe a number of strategies are critical to refocusing our 
system on wellness and prevention, including: 

• Using consumer engagement and targeted incentives to encourage sustained 
healthy behavior and change unhealthy behaviors; 

• Developing an integrated, holistic approach to care management to allow for 
early intervention and education; and 

• Promoting coverage policies and initiatives that encourage the use of high-value 
health care and address the needs of specific population segments. 

Our own experience, as both an employer and as a leading national health in- 
surer, tells us how effective this approach can be. Our Wellness Works employee pro- 
grams are engaging employees, helping them get healthier and contributing to lower 
medical costs. The Get Active Aetna program, for example, is a 16-week fitness ac- 
tion campaign through which 55 percent of employees logged 970,000 exercise hours 
in 2008 — walking a total of 3,397,524 miles, the equivalent of walking 136 times 
around the Earth. 

Aetna Health Connections Disease Management helps people with chronic condi- 
tions get the treatment and preventive care they need by taking a wider view of 
an individual’s health, rather than focusing solely on a single disease. Aetna’s 
nurses and clinicians help members understand and follow their doctor’s treatment 
plan and better manage ongoing conditions with the goal of helping members 
achieve their optimal level of health. Employers who invest in this program have 
seen a 2 to 1 return on their investment. Moreover, through disease management 
programs, we have seen reductions in emergency room visits and inpatient admis- 
sions, including a 7 percent reduction in ER visits for asthma, a 13 percent reduc- 
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tion in inpatient admissions for coronary artery disease and an 18 percent reduction 
in inpatient admissions for strokes. 

Importantly, the employer-based system provides a critical venue for implementa- 
tion of wellness and prevention programs, as insurers can help employers target 
interventions to the specific needs of their employees and their families. Congress 
should consider providing tax incentives to employers for offering evidence-based 
wellness programs, while also considering vehicles for pre-tax purchase of wellness- 
promoting activities. Grants for community-based wellness and fitness programs 
should also be considered, and wellness and prevention initiatives should be imple- 
mented in public programs. 

Insurance Markets 

Keeping what you have: We need to make the health insurance market work 
for everyone, and I believe we can. But as the President has stated: “If you like 
what you have you should be able to keep it.” Choice is always at the center of what 
Americans want to maintain. Whatever we do, we need to ensure we do not imple- 
ment reforms that adversely affect the ability of the insurance market to offer 
choice. In a New York Times poll reported in Sunday’s newspaper, 77% of Ameri- 
cans, an overwhelming majority, said they are happy with the coverage they have. 
Your bill recognizes that people want the ability to keep what they have, but if the 
rules are too sweeping or strict and the regulatory structure too complex and con- 
straining, you will limit choice and destabilize existing markets. If strict rules tilt 
the playing field too much in favor of exchanges, consumers will slide out of their 
plans into these exchanges and face higher premiums that they will not find accept- 
able. Tax credits and/or subsidies should be offered inside and outside the proposed 
exchanges. If we fail to do this, it will destabilize risk pools causing an additional 
rise in premiums. 

Large Employers (50+) 

Today, more than 177 million Americans get their insurance through the em- 
ployer-based system, and the large majority of the 50 -h market is self-insured. Em- 
ployers expect great value for their spend in health care; they want wellness and 
prevention for their employees, chronic disease management, quality outcomes, and 
they want measurable results for each of these areas. This is not a system that 
should be changed, and by an overwhelming majority most employers don’t want to 
see this market touched by reform. 

• More than 95% of employers polled in a recent survey overwhelmingly want to 
continue to provide their employees this type of coverage. 

• It is the employers’ long-term commitment to their employees’ health that has 
driven much of the innovation we have today in terms of services that help im- 
prove and sustain employee health. 

But, outside this market, insurance does not work well for everyone, and we need 
to reform these markets if we are gong to achieve full access for all. We do need 
specific reforms for the individual market and those parts of the small group market 
that are not working. We also need to remember that 18 million people are insured 
in the individual market, 30 million in the 2-9 market, and about 38 million in the 
10-60 small group market. We should not expose these policyholders to disruptions 
that include higher rates. Where the market is not adequate we recommend the fol- 
lowing: 

Specific Solutions for the Individual and Under- 10 Small Group Markets 

The Committee’s reforms would make important progress in addressing the lack 
of coverage in this market. Only about 35% of the people in this market have access 
to insurance because of affordability concerns or preexisting conditions. By reform- 
ing the individual market, which should also include small businesses with fewer 
than 10 employees, we can tailor insurance market solutions to effectively address 
the needs of the uninsured without disrupting or even unraveling the entire insur- 
ance market. 

We can cover the uninsured if we: 

• Guarantee issue of insurance and align it with a strong individual coverage re- 
quirement. 

• Subsidize those that truly need help and possibly those at high risk. 

• Provide affordable coverage options, which improve choice and reduce com- 
plexity. 

• Provide modified community rating for age, geographic location and family size, 
but toss out health status and gender. 
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• Design benefit options that meet specific needs of consumers. Most consumers, 
when using their own money, pick a benefit design that is similar to the Massa- 
chusetts Bronze plan. The premium for this plan is about 55% lower than the 
premium for FEHBP’s Blue Cross Blue Shield standard plan. 

We think it makes sense for these plans to be offered via an exchange and believe 
it should be national or Statewide, run by the State Insurance Commissioner. If the 
Federal Government decides to set the rules for the exchange, they should preempt 
State rules. Exchanges should be operated under a consistent set of Federal rules. 

Setting rating bands is all about which part of our population subsidizes which 
other part. In making policy decisions, we need to be mindful of how reforms may 
impact different segments of the population. While the very purpose of an insurance 
pool is to spread risk, how much should a 23-year-old with a lower than average 
income pay to lower the rate for a 60-year-old with a higher than average income? 
It’s only when we truly reduce the cost of health care that we will be able to provide 
affordable coverage. The National Association of Insurance Commissioners should be 
asked to provide recommendations on rate bands; once set, they should be reviewed 
periodically to ensure rate bands are not unfairly and adversely affecting different 
segments of the population. These bands should offer a cap but should not be so 
tight as to make insurance unaffordable for too many Americans. 

Small Group 10 to SO 

For small businesses with between 10 and 50 employees, 85% of whom offer their 
employees (about 38 million people) health insurance, we need a package of solu- 
tions that makes the current market work better. I believe the intent of the Small 
Business Health Options Program (SHOP) Act is the right approach, as it provides 
a package of solutions intended to address the major issues for these small busi- 
nesses — rate volatility and affordability of coverage. We support: 

• Allowing groups to keep what they have. 

• Individuals entering the exchange if their employer doesn’t offer coverage. 

• Rating rules that are consistent nationally (and consistent in and outside the 
exchange) — rating rules should not be set in statute. 

• Overall age band of 5 : 1. 

• Subsidies for the costs of high-risk individuals. 

I would call on the Committee to leave some details to regulation, understanding 
that making our new model work will require time and experience. This would allow 
greater flexibility in meeting different consumer needs and expectations. Examples 
on this point include benefit package design, where we need not legislate in a “one- 
size-fits-all” manner. Rate banding is another example; while moving to a national 
standard is advisable, we need to allow for flexibility in designing rate bands that 
are based on actuarial modeling and reflect our collective intent to expand access 
and increase affordability. This may take some experience with a new system to get 
right. 

The Public Plan 

I’ve been asked whether we could compete with a public plan. All things being 
equal, I would say, yes, we can provide better value, quicker innovation and do a 
better job in areas such as wellness, prevention, and chronic disease management. 

However, everything I have read so far says that a public plan would pay pro- 
viders Medicare rates or something close to them and would control the delivery of 
care itself. The government would be, in other words, setting prices for services and 
paying below what providers consider to be market rates. There is no competition 
in this scenario. And, the government is missing the point — it is not how much we 
pay that is the problem, it is what we pay for that caused high-volume consumption 
of health care services. If everyone is paid at the same rate, how does that spur 
competition? 

It would be extremely difficult for the government to be both a player and a ref- 
eree. I cannot support this kind of public plan and see it as a danger to the stability 
of community and rural hospitals and to health care overall. It would lead to con- 
tinuing to reward episodic care, as opposed to care management. It will be costly 
to implement, taking dollars away from an already burdened health care system. 
And, it could be a plan of last resort, creating a new problem for us to manage. 

Conclusion 

In closing, I want to be clear that we seem to have many more areas of agreement 
than we do areas in dispute. By making insurance coverage a matter of personal 
responsibility, you are laying the groundwork needed to help resolve the problem 
of access for so many of the Nation’s uninsured. And, this requirement would serve 
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as a key building block for other important reforms, such as guaranteed issue re- 
gardless of the consumer’s health status and preexisting conditions. 

I also hope you will take away from this discussion how vital the private sector 
is to innovation. Whether we’re talking about health care product designs, quality 
measures or payment system reforms, the private sector has worked with employers 
and consumers to find new ways of delivering innovation and value to an ever- 
changing marketplace. With changes in the regulatory system, that value can be 
compounded many times over. We are an integral part of the health care system 
that will continue to deliver real value and new ideas if allowed to participate on 
a level playing field. 

That is why a public plan option makes such little sense for health care con- 
sumers going forward. If we get everyone in the system and implement needed re- 
forms across the individual and small group markets, it serves little purpose to 
weaken the ability of private insurance to deliver the level of service and value that 
so many Americans are happy with today. 

Thank you for the chance to offer our perspectives and recommendations. We look 
forward to working with you to pass meaningful reform that addresses affordability, 
access and quality. I’m confident that, together, we can arrive at a solution that 
America can afford, and we can get it done this year. 


Chairman RANGEL. I’m going to call on the Chairman of the 
Subcommittee, Mr. Stark, to welcome you, but again, you’re an out- 
standing panel. I’ve been talking, Mr. Stark would miss the camp 
and we haven’t, and we have thought that in order to get the max- 
imum of the benefit that we know another cluster of votes are 
going to take place on the floor. So, if we ask our witnesses to re- 
strict their comments to 3 minutes and our Members that are here 
to 3 minutes, we might avoid the collision with the people on the 
floor and get the benefit of all of your questions in. So, Mr. Stark, 
would you welcome Dan Baxter. And I’ve already introduced them 
all. 

Mr. STARK. Dr. Baxter, would you like to inform us, in any way 
that you’re comfortable? 

STATEMENT OF DANIEL BAXTER, M.D., MEDICAL DIRECTOR, 
WILLIAM F. RYAN COMMUNITY HEALTH NETWORK 

Dr. BAXTER. Thank you. Chairman Rangel, Ranking Member 
Camp, and distinguished Members of the Committee. 

I am the Chief Medical Officer of the William E. Ryan Commu- 
nity Health Center in New York City, which is named after a be- 
loved, former colleague of yours. The vast majority of Ryan’s 40,000 
patients represent those groups most often left behind in our 
health care system, including the poor, working poor, racial or eth- 
nic minorities, those publicly and privately insured, and those that 
have no insurance at all. 

In fact, in the last year the percentage of patients at the Ryan 
Center with no health insurance rose from 20 percent to 25 per- 
cent. In our waiting rooms and in the faces of our patients we are 
privileged to serve, we witness the urgent need for fundamental 
health care reform. Erom the perspective of the Nation’s health 
centers, current public programs are uniquely qualified to meet the 
needs of our most vulnerable communities. 

Patients can access not just primary care, but the full spectrum 
of services tailored to meet their individual and family needs. De- 
spite chronic funding shortfalls and patients with multiple medical 
conditions, community health centers have demonstrated a record 
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of quality care and cost control unmatched in the health care sys- 
tem. For all of these reasons we applaud the Committee’s inclusion 
of a public plan option as part of health reform. Not only are cur- 
rent public programs the only insurers that cover our low-income 
and medically underserved patients, they are also the only payers 
that recognize the unique role of safety net providers such as com- 
munity health centers, and also public hospital systems such as 
New York City’s Health And Hospitals Corporation. 

The public programs are the only insurers that pay us ade- 
quately. By contrast, private insurers pay health centers less than 
50 cents on the dollar for the care that the health centers provide; 
and, in fact, at the Ryan Center we have been forced to drop cer- 
tain private insurance plans due to the unsustainable revenue 
losses from treating patients covered by these plans. It is our hope 
that as more and more patients gain coverage, a new public plan 
will follow the example set by current public payers by reimbursing 
health centers and other safety net providers appropriately and 
predictably for the care they provide. 

At the Ryan Center every day we see new patients who present 
with long-term, serious complications of treatable diseases, such as 
high blood pressure and diabetes, because of prior lack of access to 
primary and preventive care. Also, it’s very common for us to see 
uninsured patients who cannot afford medically necessary but very 
costly outpatient investigation such as MRIs or cardiac stress tests. 
A properly regulated and monitored public health care plan will de- 
vote precious resources to ensure efficient and cost-effective care 
for such patients without being preoccupied with the need to bal- 
ance medical care against profits. 

For more than four decades, long before the term became fash- 
ionable, community health centers have routinely practiced the 
model of care that has provided a genuine “medical home” for their 
patients. Even though many patients have complex problems, in- 
cluding daunting psychosocial issues, community health centers 
have met the challenges, preserving both cost effectiveness and 
quality of care. 

I want to applaud the house proposal for recognizing the need to 
preserve and expand this system of care by increasing funding for 
the new public health investment fund and for the “medical home” 
demonstration bill. In conclusion, Mr. Chairman and honorable 
Members of the Committee, community health centers across 
America are proven, established, cost-effective models that can 
bring their considerable experience and expertise to solving many 
of the challenges facing our system today. America’s community 
health centers stand ready to provide you support and guidance as 
you negotiate final proposals in the coming weeks and months. 

Thank you for your time and attention. 

[The prepared statement of Dr. Baxter follows:] 
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Testimony of Daniel Baxter, MD 

Chief Medical Officer, William F. Ryan Community Health Network 
House Committee on Ways and Means 

Hearing on "Health Reform in the 21st Century: Proposals to Reform the Health System" 
Wednesday, June 24'^ 2009 

Chairman Rangel, Ranking Member Camp, Distinguished Members of the Committee: 

Thank you for the opportunity to testify before the Committee today, and thank you for all of 
the hard work that each of you has put into the crucial task of reforming the nation's health care 
system. My name is Daniel Baxter, and I am a board-certified internist and the Chief Medical 
Officer of the William F. Ryan Community Health Network, one of the oldest health center 
organizations in the country, and one of the largest in New York. As with many of the 18 million 
patients served by nearly 1,200 health centers across the country— including the districts of 
most members of this Committee-the vast majority of Ryan's patients represent those groups 
most often left behind in our health care system, including the poor and working poor (80%), 
racial or ethnic minorities (75%), those publicly insured, and— perhaps the most rapidly growing 
segment of patients— those who have no insurance at all. In fact, in the last year alone, the 
percentage of patients at the Ryan Center with no health Insurance rose from 20% to 35%, and 
24% of Ryan Network patients were at 151 percent of the Federal Poverty Level or above, an 
historic high. At our Center, in our waiting rooms and exam rooms, and in the faces of our 
patients we are privileged to serve, we witness the urgent need for fundamental health care 
reform every day. 

"Safety Net" Providers and the Role of a Public Plan 

From the perspective of the nation’s health centers, our current public programs are uniquely 
qualified to meet the needs of our most vulnerable communities. Patients can access not just 
primary care, but a full spectrum of services tailored to meet their individual and family needs, 
including specialty care, case management, and transportation and language assistance, as well 
as dental care, mental health services, and prescription assistance programs 

I 
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For all of these reasons, we strongly support the inclusion of a public plan option as part of any 
health care reform proposal this Committee recommends. Not only are current public 
programs the only insurers that cover our low-income and medically underserved citizens, they 
are also the only payers that recognize the unique role of "safety net" providers such as 
community health centers, and are the only insurers that pay us adequately. By contrast, 
nationwide, the private insurance market pays health centers less than 50 cents on the dollar for 
the comprehensive primary care they deliver to the 3 million privately-insured patients they 
serve. For example, at the Ryan Center, we have been forced to drop certain private insurance 
plans, due to unsustainable revenue losses from treating patients covered by these plans. 
Moreover, these plans are often high-deductible, limited-benefit plans made available to the 
low-income workers we see at our center. It is our strong hope that as more and more patients 
gain coverage, a new public plan will follow the example set by current public payers, by 
reimbursing health centers and other safety net providers appropriately and predictably for the 
care they provide. Finally, as already provided in the Committee's proposal, it is critical that 
Insurers enrolling people in underserved communities be required to include in their networks 
health care providers located in those communities. 

Apart from the very real and serious challenges America's community health centers face in the 
current health care environment, there is an over-arching, urgent need for comprehensive 
health care reform, which can wait no longer. As the Committee well knows, the current system 
Is unsustainable, irrational, and obscenely wasteful, and any failure to change it portends a 
bleak future where real rationing of care will become the rule. At the Ryan Center, it is a 
common daily occurrence to see new patients who, because of prior lack of access to basic 
primary health care, including preventive care, present with serious long-term complications of 
treatable diseases such as high blood pressure and diabetes. Moreover, it is also a very 
common daily occurrence to care for uninsured patients who cannot afford medically necessary, 
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but costly, out-patient hospital investigations such as MRIs or cardiac stress tests. With 
transparency, accountability, proper regulation and regular monitoring, a public health care plan 
will devote precious resources to ensure efficient and cost-effective care for such patients, 
without being preoccupied with the need to balance appropriate medical care against profits. 

The Clinician's View of Health Reform 

As a clinician for almost 35 years, I am especially intent on America having health care reform 
which is both efficient and cost-effective. I can attest to the adage that the most expensive 
piece of medical equipment is a pen in the hand of a doctor. I strongly support any plan to 
establish panels of recognized clinical experts to clarify for front-line practitioners important 
evidence-based "best clinical practices," as a reference point which will help restore rationality, 
integrity, and common sense to medical care. However, such clinical guidance alone is not 
sufficient to diffuse the fearsome costs of modern medical practice: the knowledge of "best 
clinical practices" must be accompanied by a system that recognizes doctors who In good faith 
follow these practices and improve quality of care, as well as by credible reimbursement for 
primary and preventive care. This three-pronged approach— guidance for "best clinical 
practices," integration and recognition of those who strive to improve quality, and fair 
reimbursement for primary and preventive care-will save untold billions of dollars in wasteful, 
unnecessary, and often dangerous medical care. 

Health Centers as "Medical Homes" 

In discussions about reforming the health care system, the imperative across all platforms and 
all proposals must be a serious and credible investment in accessible, affordable, high-quality 
primary care for all, as a down payment on a more effective and efficient health care system. I 
say "Investment," because we know that comprehensive primary and preventive care saves 
untold billions of dollars on down the line, and that, paradoxically, with medical care, "less can 
often be more"— that is, thoughtful care supported by evidence-based, best medical practices, 
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as above, ensures both good health and significant cost savings. Currently, 60 million people in 
America— the "medically disenfranchised”-l3ck consistent access to primary care. They and 
millions of others who confront additional barriers to care require a source of regular, primary 
and preventive care, a "medical home," to maximize the value of our investments in health 
reform. 

For more than four decades-long before the term became fashionable -community health 
centers have routinely practiced a model of care that has provided a genuine "medical home” 
for their patients. Even though many patients have complex health problems, including 
daunting psychosocial issues, community heaith centers have demonstrated a record of quality 
care and cost control unmatched in the health care system. I want to applaud the House 
proposal for recognizing the need not only to preserve this system of care, but to expand the 
"medical home" model to communities nationwide, through increased funding for the Health 
Centers Program as part of the new Public Health Investment Fund, and through the "medical 
home" demonstrations in the bill. 

Strengthening the Primary Care Workforce 

As coverage expands, we must also ensure that patients have access to doctors and other health 
professionals. The National Health Service Corps is a vital tool for recruiting new clinicians, and 
Committee's proposal would effect an historic investment to the NHSC, and thereby encourage 
thousands more praaltioners to practice in medically underserved areas. 

The Ryan Center is an active participant in several different primary care residency training 
programs, as well as a training site for City University of New York's Sophie Davis School of 
Biomedical Education. We recognize the importance of doctors-in-training gaining experience in 
community-based settings with underserved patients. However, to achieve this goal, health 
centers across the country must have financial support for such training, since the direct and 
indirect costs of such training are often prohibitive. The Committee's proposal invests 
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significantly in primary care workforce training, particularly the National Health Scholars 
Program and graduate medical education in primary care, and recognizes that community 
health centers must play an important role in primary care training. 

Conclusion 

Mr, Chairman, and Honorable Members of the Committee, daily I see patients who personify 
the importance of what this Committee is trying to do, and who remind me of the urgency of 
bringing fundamental reform to our health care system. Community health centers across 
America are proven, established, cost-effective models that can bring their considerable 
experience and expertise to solving many of the challenges facing our current system. 

Every congressional session is o priori historic, but I am certain that we all can agree that, with 
regard to the magnitude of the problems we face with our current health care system, this 
session will be truly historic. Thank you. Chairman Rangel and other members of the 
Committee, for your willingness to undertake such an enormous and challenging task. 
America's community health centers stand ready to provide you support and guidance, as you 
negotiate final proposals in the coming weeks and months. Thank you for your time and 
attention, and I'd be happy to answer any questions you may have. 
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Mr. STARK. Thank you for your patience and your contribution. 

Dr. Epperly. 

STATEMENT OF TED EPPERLY, M.D., PRESIDENT, 
AMERICAN ACADEMY OF FAMILY PHYSICIANS 

Dr. EPPERLY. Chairman Rangel, Mr. Stark, Ranking Member 
Camp and Members of the Ways and Means Committee, I am Dr. 
Ted Epperly, President of the American Academy of Family Physi- 
cians, which represents 94,600 across the United States. 

On behalf of the academy I am pleased to testify today on your 
discussion on draft legislation to reform health care in this country. 
Your draft bill goes a long way toward providing quality, affordable 
health care coverage for everyone in the United States; a change 
AAFP has supported for two decades. We commend your leadership 
and we profoundly appreciate the inclusion of efforts throughout 
the draft to improve primary care. 

Achieving quality, affordable health care coverage for all will re- 
quire a significant investment in the health care system; however, 
simply paying for more of the same fragmented, uncoordinated pro- 
cedure-based health care will not make us healthier and we will 
not begin to control health care costs. Because of the cost-effective- 
ness of primary care services, one of the keys to reforming the 
health care system is to reemphasize the centrality of primary care 
and do so by supporting primary care including the patient-cen- 
tered medical home, where every patient has a personal physician 
responsible for their care, emphasizing cognitive clinical decision- 
making, rather than procedures, aligning incentives to embrace 
value over volume and ensuring the adequacy of the primary care 
workforce. 

We appreciate your work with SGR. Medicare is a critical compo- 
nent of the U.S. health system and must be stable and predictable 
for patients and providers. Eliminating the past “scoring debt” ac- 
cumulated by this arcane, inexact, and clinically irrelevant SGR 
formula is critical to restoring stability and predictability. We ap- 
plaud this and concur with the establishment of separate expendi- 
ture targets that place a greater emphasis on the cognitive clinical 
decisionmaking that is a hallmark of primary care. 

We also applaud the Committee for including a medical home 
pilot program in Medicare. The use of the PCMH by Medicare and 
other insurers can achieve savings while simultaneously improving 
quality. We further applaud the inclusion of 5 percent bonus for 
primary care services, and up to 10 percent for those services pro- 
vided in the health professionals’ shortage area. And, Congress 
should make the primary care bonus permanent. 

The AAFP supports a health insurance exchange, a market 
where Americans can one-stop shop for a health care plan, private 
or public; compare benefits and prices, and choose the option that 
best meets their needs, much like Members of Congress and their 
families do. Patients should have a choice of health plans and a 
public plan should be among them. But the public plan should not 
be Medicare. While for transition purposes, there may be some sim- 
ilarities to the program, we urge Congress to de-link the public 
plan for Medicare by a date certain. 
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Successful and sustainable health reform will require an ade- 
quate primary care physician workforce, equivalent to approxi- 
mately 45 percent of the physician workforce. It also means not al- 
lowing unbridled growth of subspecialty training which fosters cost- 
ly, fragmented care. The training of U.S. physicians is currently 
borne by Medicare to ensure an adequate primary care workforce 
for all Americans. GME funding should be derived from all payers. 

In conclusion the problems associated with primary care medi- 
cine are multifaceted and thus require multifaceted solutions. Pay- 
ment, student scholarships, loan forgiveness and tax policy are all 
parts of the solution. Reforming the health care system is a com- 
plex endeavor. The status quo is not working. We urge Congress 
to invest in the health care system we want; not the one we have. 
Thank you very much. 

[The prepared statement of Dr. Epperly follows:] 
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Chairman Rangel. Ranking Member Camp and members of the Ways and Means 
committee. I am Ted Epperly. MD, President of the American Academy of Family 
Physicians, which represents 94,600 members across the United States 

On behalf of the Academy of Family Physicians, I am pleased to comment on your 
discussion draft legislation to reform health care in this country. Your preliminary bill 
goes a long way toward providing quality, affordable health care coverage for everyone 
in the US. The AAFP has called for fundamental reforni of the US health care system 
for two decades. We commend the Ways and Means, Energy and Commerce and the 
Education and Labor Committees for their leadership and commitment to find solutions 
to this complex national priority. Finally, we appreciate including efforts to improve 
primary care throughout the draft bill. 

In addition, we call your attention to a joint letter you have received from the American 
Academy of Family Physician, American College of Physicians and American 
Osteopathic Association. Together, these three organizations represent over 300.CX)0 
physicians and who want Congress, the Administration, and the American people to 
know that the nation's primary care physicians are in strong support of health care 
reform. Continuation of the current physician training system and flawed physician 
payment system Is a sleep pathway to decreased access to and growing cost of health 
care for all Americans. We must take advantage of this historic opportunity for change 
and enact meaningful, sustainable comprehensive health care reform. 

The AAFP by virtue of established policy s highly supportive of many sections of this 
draft legislation. As such, my comments today will be germane to those sections not 
only consistent with our policy but also of most interest to family physicians. 

FOCUS ON PRIMARY CARE: KEY TO REFORM 

As the nation has learned through the years, simply paying for more of the same 
fragmented, uncoordinated, procedure-based health care will not make us healthier and 
certainly will not contain the accelerating costs of health care. Thus, we believe that 
making primary care the foundation of health care in this country is critical. 

Primary care is the only form of health delivery charged with the long term care of the 
whole person. The primary care relationship, with its comprehensive nature, has the 
most effect on health care outcomes. More specifically, AAFP defines primary care as 
care provided by physicians trained for and skilled In comprehensive first contact and 
continuing care for people with any undiagnosed sign, symptom, or health concern not 
limited by problem origin (biological, behavioral, or social), organ system, or diagnosis. 

Primary care includes health promotion, disease prevention, health maintenance, 
counseling, patient education, diagnosis and treatment of acute and chronic illnesses in 
a variety of health care settings (e g., office, hospital, critical care, long-term care, home 
care and day care). Primary care Is performed and managed by a personal physician 
leading a team of, and collaborating with other health professionals, and using 
consultation or referral, as appropriate. Primary care emphasizes a team approach, 
which may include nurse practitioners and physician assistants 
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An abundance of studies demonstrate that Primary care is cost-effective because it 
includes coordination of health care services. It also promotes active communication 
[joint decision-making] between patients and the health care team and makes the patient 
a partner in his or her health. This is termed "patient self management support.'" which 
emphasizes the partnership aspect of this mode of care 

Thus, it is the Academy's view that a reformed system should provide health coverage 
for all. promote primary care, support coordination and reduce fragmentation of care, 
minimize administrative complexity, prohibit denial of insurance on the basis of a 
preexisting condition, require an affordable basic benefit package that includes 
prevention and wellness and protect against catastrophic costs. 

The Academy believes the key to designing a new health care system is to reemphasize 
the centraiity of primary care by: 

• Redesigning the manner of primary care delivery modeled on a “patient-centered 
medical home." i.e.. every patient having a personal physician in charge of their 
care; 

• Aligning financial incentives to support this system, and. 

• Taking steps to ensure the adequacy of our primary care workforce. 

Many of these key provisions are contained in your draft legislation 

AFFORDABLE HEALTH CARE CHOICES 

This section allows individuals to keep their current insurance if desired; makes 
numerous changes to the insurance industry; establishes a public plan option and 
requires individuals to purchase health insurance. The AAFP, with some caveats, 
supports these provisions as an important foundation to cover all individuals. 

Insurance Market Reforms 

Specifically, we support the health insurance exchange contained within the bill, i.e., a 
market where Americans can one-stop shop for a health care plan - private or public - 
compare benefits and prices, choose the option that is best meets their own needs. In 
addition, the AAFP [although with no policy on a specific amount] supports the sliding 
scale subsidy amounts so that individuals can purchase meaningful coverage. We also 
advocate for guaranteed availability and renewability of coverage and the prohibition of 
preexisting condition exclusions and denials. 

Benefits 

Regarding the benefit provisions, the AAFP has long-supported tiering benefits so that 
basic benefits, such as primary care provided by or through the medical home; prenatal 
care; well-child care; immunizations; basic mental health care, evidence-based 
preventive services; chronic care management; and hospice care, will have no financial 
barriers, thus, no co-payments. We believe it is important to incentivized that which we 
know is important and effective 

As a result, we support the bill's provisions that make available four different tiers of 
benefits packages and allow consumers to select the one that best meets their needs, 
as well as the requirement for a core set of benefits for essential health services. We 
believe that insurance without adequate benefits is meaningless. 
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We also believe that an independent advisory committee, chaired by the Surgeon 
General, to "recommend and update the core package of benefits," ideally would be less 
prone to political concerns and ensure equality among benefit plan offerings. 

Academy policy also states that "health care will be a shared responsibility of Individuals, 
employers, government, and the private and public sectors". Thus, we applaud the 
section of the bill that requires all individuals have coverage and allows individuals to 
maintain their current coverage, if desired. 

Public Plan 

The AAFP supports a public plan option that is consistent with the following principles: 

• Recognizes the value of. and promotes primary care, including through adoption 
of the Patient-Centered Medical Home (PCMH). 

• The administrators of the public plan must be accountable to an entity other than 
the one identified to govern the marketplace. 

• The public plan cannot be Medicare 

• The new public plan must be actuarially sound. 

• The public plan cannot leverage Medicare (or any other public program) to force 
providers to participate. 

• The public plan should not be required to use Medicare-like payment methods 
permanently 

• The insurance market rules and regulations governing the public plan must be 
the same as those governing private plans. 

• The public plan cannot be granted an unfair advantage In enrolling the uninsured 
or low-income individuals who will presumably be eligible for subsidies In the new 
marketplace. 

• Public and private insurers should be required to adhere to the same rules 
regarding reserve funds. 

• The public plan would also need to contribute to value-based initiatives that 
benefit all payers. 

We also support the variety of payment mechanisms that can be employed by the public 
plan. In particular, the PCMH and care management In addition, we applaud the 
emphasis on care that Improves health outcomes; decreases health disparities; 
addresses geographic variations; prevents or manages chronic illness and supports care 
that is integrated, patient-centered and of high quality and efficient. These goals all are 
entirely consistent with AAFP policy 

Administrative Complexity 

We appreciate any efforts to reduce the burdensome nature of the current insurance 
system and thus are supportive of the provisions Included in the bill that will reduce 
administrative complexity, e.g., standardized claims forms. 


MEDICARE AND MEDICAID IMPROVEMENTS 

Medicare is a critical component of the U.S health system and must be preserved and 
protected. Efforts to remedy the Medicare physician payment system are needed and 
the House discussion draft of health reform legislation begins to take bold, appropriate 
steps to do so. 


4 



222 


Sustainable Growth Rate 

The AAFP acknowledges the committee's recognition of the longstanding problems 
associated with the outdated, dysfunctional formula known as the Sustainable Growth 
Rate (SGR) and we applaud members for proposing its rebasing. This is an important, 
necessary and welcomed step. Eliminating the past scoring debt accumulated by this 
arcane, inexact and clinically irrevelant method is imperative to restoring stability and 
predictability to this insurance program for our nation's seniors. 

PCMH Pilot Program 

We also wish to applaud the committee for including a “medical home pilot program' in 
Medicare. We appreciate the Inclusion of urban, rural and underserved areas, as well as 
a number of models, such as the Independent Patient-Centered Medical Home and 
Community-Based Medical Home Model Your definition of the Patient-Centered 
Medical Home is entirely consistent with the one established by the AAFP and other 
primary care organizations. We also support the PCMH demonstration project in 
Medicaid. 

The section also requires the Secretary to establish standards for and review of these 
models, as well as a payment methodology. At the conclusion of the pilot, the Secretary 
will perform an analysis of the various projects and we are confident that family 
physicians will be shown to have provided high quality care at a lower cost to the federal 
government. We appreciate the fact that these additional payments will have no Impact 
whatsoever on payment for other evaluation and management codes. 

Bonus for Primary Care Services 

We also applaud the Inclusion of a bonus of 5 percent for primary care services and up 
to 10 percent for those services provided in a health professions shortage area. These 
payments would be provided for evaluation and management services, as well as other 
physician services deemed as “ensuring accessible, continuous, coordinated and 
comprehensive care." We support the inclusion of the specific designation of family 
physician (along with general internists, general pediatrics and geriatrics) and the 
threshold for the bonus being 50 percent, which according to our analysis would mean 
that 68 percent of family physicians would qualify. 

To ensure that the primary care bonus is targeted to and received by those physicians 
who ensure accessible, continuous, coordinated and comprehensive care. Congress 
should consider granting deemed status' to certain specialties such as family medicine 
that are, by definition, primary care and make this bonus permanent. In addition, we 
would encourage Congress to explore the calculation of this bonus by both identified 
codes and specialty designation. If structuring in this way results in a lower score, it 
might provide the opportunity to increase the bonus to the 10-percenl level in all areas 

PORI 

The provisions intended to streamline the Physician Reporting Quality Initiative (PQRI) 
are necessary and welcomed. The discussion draft calls for expedited feedback to 
providers, providing them with a more efficient appeals process. As this program 
matures, we would request your consideration of additional incentives for physicians that 
are both clinically and economically meaningful. Consistent with this would be support 
of maintenance of certification (MOC) as automatically qualifying tor the PQRI bonus 
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Patients with Limited English Proficiency 

We appreciate the bill s requirement to perform a study, and then demonstration project, 
on how Medicare providers can be reimbursed for providing translation and other 
services to beneficiaries with limited English proficiency. Communication is the 
foundation of effective medical care and family physicians want to bridge this language 
gap with our patients but also realize that it costs money to provide translation or other 
services. 

Comparative Effectiveness Research 

The AAFP also strongly supports the inclusion of comparative effectiveness research in 
the draft bill. Specifically, we support the establishment of a Center for Comparative 
Effectiveness Research (CER) within the Agency for Healthcare Research and Quality. 

If we wish to improve patient care and control costs in this country, this type of research 
is crucial. It is only with CER that we can provide evidence-based information to patients 
and physicians for use in making health care decisions. As Alexander and Stafford said 
in the June 1 7'" issue of JAMA: "Without attention to timeliness, transforming evidence 
into practice, inclusion of strategies beyond drugs and devices, minimizing regulatory 
mixed messages, and the comparative costs of therapies, current investments in 
comparative effectiveness will fall far short of their ultimate potential for improving the 
health and health care of all. The primary problem is not the absence of knowledge 
regarding comparative effectiveness, but the absence of the necessary mechanisms to 
put this knowledge to work." A sizable portion of this research agenda, then, should 
focus on how this research reaches froht-line practices and whether the bench research 
holds up under real-world situations and in the majority of patients. For this reason 
AHRQ should be the largest focus of the CER agenda. 

Our policy on this issue Is guided by the following principles: 

• Comparative effectiveness research is critically important to our members - 
family physicians see patients with common problems every day for which there 
is no solid clinical evidence. 

• As CER develops, some therapies will be proven lo work better than others and 
the deliverers of those therapies will challenge the results. Nevertheless, the 
health of the public should trump individual business concerns. 

» We are pleased that the National Institutes of Health (NIH), like the Agency for 
Healthcare Quality and Research (AHRQ). will be receiving funding to perform 
CER. We believe a core values of CER include consideration of different patient 
populations, comorbidities, cultural differences and values, which will be 
challenging but important. 

In addition we believe CER should use a broad range of methodologies, including 
randomized controlled clinical trials, observational studies and other approaches, 
including “practice-based network research (PBNR),” which, when used in tandem with 
controlled clinical trials produces the real-world information useful to physicians in their 
practices. Likewise, the composition of the Advisory Council should include clinical 
researchers who conduct practice-based network research. 
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Graduate Medical Education 

It is clear from numerous government and private studies that more Americans depend 
on family physicians than on any other medical specialty and that family physicians are 
the main source of primary health care for the Medicare population. Sixty percent of 
people aged 65 and older identify a family doctor as their usual source of health care. 
Rural and Hispanic seniors also are more likely to identify a family physician as their 
source of health care. In addition, nearly one-half of the physicians who staff the 
nation's Community Health Centers are family physicians. And, since 1971, the National 
Health Service Corps has placed more than 18,000 health care providers in underserved 
areas - and almost half of the doctors were family physicians. 

The majority of health care is provided in physicians' offices now and will be in the 
future. We believe that primary care physicians should comprise about 45 percent of 
the physician workforce. The training of these primary care physicians should be 
modernized to promote the methods of health care delivery in the 21’* century. A 
sufficient and appropriately trained primary care workforce is essential for a healthier 
population in the US. This includes expansion of primary care training positions and 
reversing the loss of training capacity over the last decade. It also means not allowing 
more growth of subspecialty training since this allows more potential primary care 
physicians to choose subspecialization. The growth of subspecialty positions over the 
last decade cut the number of internal medicine graduates choosing primary care 
careers in half. Finally, the modernization requires more training to occur outside of 
hospitals— a model based what was presumed best in 1965 and not where most people 
get care now. The Patient Centered Medical Home will not be in a hospital for most 
people — so training should not be either. 

Thus, we encourage Congress to include provisions necessary to achieve the desired 
goals which include adequate numbers of primary care physicians to meet the health 
care needs of all, If health care reform and coverage for all is to be successful, there 
must be a sufficient number of primary care physicians to care for the population. The 
Academy wants to help Congress guarantee coverage by ensuring adequate access to 
care. 

In order to ensure an adequate primary care physician workforce. Congress should 
provide the necessary emphasis on primary care training which would include carving 
out and dedicating a funding stream that provides incentives to grow the numbers of 
practicing primary care physicians. The best way to do this is to modernize primary care 
graduate medical education by Increasing accountability and responsiveness for same 
through the primary care residency programs. Funding for physician training, especially 
primary care, should be derived from all payers, not Medicare and Medicaid alone. A 
modest contribution by private insurers of approximately $20 per insured per year would 
be sufficient to modernize and fund primary care GME. By directly funding primary care 
residency programs and holding them accountable for producing a workforce consistent 
with the population needs and other goals associated with health care reform. Congress 
will have taken responsible steps to ensure both care AND coverage. 

The Academy supports the demonstration project that would allow Direct GME funding 
to be directed to a federally qualified health center (FQHC) and would encourage the 
expansion of this demonstration to include residency programs and other nonhospital 
settings that develop and operate a primary care training program. 
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We also support: 

• redistribution of unused residency slots to primary care and encourage 
accountability provisions to ensure that these slots do indeed create primary care 
physicians. 

• Language intended to permanently resolve the volunteer preceptor issue and the 
didactic training issue. 

• preservation of residency slots from closed hospitals 

The Academy also supports provisions that are directed toward increasing accountability 
of GME training programs as recommended by the Medicare Payment Advisory 
Commission. The study to be conducted by the Government Accountability Office on the 
evaluation of training programs, including whether programs have the appropriate faculty 
expertise to teach the topics required to achieve such goals is consistent with the goal of 
increased accountability and we hope will provide an assessment of the degree to which 
GME dollars are directed to and used by programs that are responsive to community 
need, especially in terms of meeting the primary care needs of current and future 
populations 

PUBLIC HEALTH AND WORKFORCE DEVELOPMENT 

The AAFP strongly supports a cohesive, comprehensive strategy to align the US health 
care workforce with a reformed health care system. We are concerned about the 
decline in the number of medical students pursuing a career in primary care, at a time 
when the demand for primary care services will only be increasing. The National Health 
Care Workforce Commission proposed in the discussion draft is needed to recommend 
the appropriate numbers and distribution of physicians. Including primary care 
physicians, general surgeons, and other specialties facing critical shortages, policies to 
achieve such workforce goals, and benchmarks to evaluate the impact of such policies. 

Primary Care Student Loan Funds 

The AAFP has long supported loan repayment and scholarship programs and is grateful 
that the discussion draft includes the Primary Care Student Loan program Along with 
the other primary care organizations, we support establishing a loan repayment 
program, not to exceed $35,000 per year, for individuals agreeing to serve as physicians 
in general Internal medicine, general pediatrics and family medicine in areas that are not 
Health Professional Shortage Areas, but that have a critical shortage of primary care 
physicians in such fields and excluding these repayments from an individual's gross 
income We support National Health Service Corps which also plays a vital role. 

We suggest that the government study the impact of student debt on choice of specialty, 
minority representation in training and practice in primary care specialties, including 
recommendations tor achieving a primary care workforce that is more representative of 
the US population. 

Revitalizing Training in Primary Care 

The AAFP has long called for the revitalization of Title VII Training in Primary Care 
Medicine. We believe that successful health system reform will require a larger primary 
care workforce. Title VII Training in Primary Care Medicine programs provide support 
vital to family medicine education and training. We must increase this investment in 
effective programs that encourage medical students to enter primary care specialties. 



The AAFP has requested $215 million, which was recommended by (he HRSA Advisory 
Committee for Training in Primary Care Medicine and Dentistry, for the programs within 
Titie VII Section 747 for fiscal year 2010. However, we note that the discussion draft 
iimits the authorization for Sections 723, 747 and 748 to S200 million. It is not clear from 
the draft how the authorized funding would be distributed among those sections, but we 
are concerned that this authorized level will not be adequate. 

The problems associated with primary care medicine are multifaceted and thus require 
multifaceted solutions. Increasing the value and prestige and importance of the primary 
care specialty is critical to luring the best and the brightest into this specialty. 
Reimbursement, student scholarships, loan forgiveness and tax credits are all parts of 
the solution. 

CONCLUSION 

Thank you for the opportunity to provide our thoughts on your draft bill. Due to its length, 
we continue to analyze its provisions, specifically, the sections on quality, fraud and 
abuse and the lengthy Medicaid section. 

We acknowledge that reforming the health care system is a complex endeavor. But, 
without meaningful reform, one fifth of our economy is projected to be health care costs 
within only 10 years. Currently, 47 million Americans are uninsured and scores more 
underinsured. Half of all bankruptcies in this country are caused by health care related 
debt and many of those who declare bankruptcy do have health insurance. Now is time 
to reform the system We urge Congress to invest in the health care system we want, 
not the one we have. 
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Mr. STARK. Thank you. 

Ms. Policastro. Did I pronounce that correctly? 

Ms. POLICASTRO. You did a very good job. Thank you. 

Mr. STARK. All right. Would you like to proceed? 

Ms. POLICASTRO. Yes. 

STATEMENT OF DONNA POLICASTRO, EXECUTIVE DIRECTOR, 

RHODE ISLAND STATE NURSES ASSOCIATION, ON BEHALF 

OF THE AMERICAN NURSES ASSOCIATION 

Ms. POLICASTRO. Good evening, Chairman Rangel, Ranking 
Member Camp, distinguished Committee Members and congres- 
sional staff. Thank you for inviting the American Nurses Associa- 
tion to this timely discussion on health care reform. I am Donna 
Policastro, a certified nurse practitioner for 33 years, and an Exec- 
utive Director of the Rhode Island State Nurses Association, speak- 
ing today on behalf of the American Nurses Association. 

The ANA is the only full service national association rep- 
resenting the interests of the Nation’s 2.9 million registered nurses 
in all education and practice settings, and advances the nursing 
profession by fostering high standards of nursing practice, pro- 
moting the rights of nurses in the workplace, and sharing a con- 
structive and realistic view of nursing’s contribution to the health 
of our Nation. The ANA commends the work of the House Ways 
and Means, Energy and Commerce, and Education and Labor Com- 
mittees. 

The tri-committee draft legislation clearly represents a move- 
ment toward much needed, comprehensive and meaningful reform 
for our Nation’s health care system. ANA appreciates the Commit- 
tees’ recognition that in order to meet our Nation’s health care 
needs we must have an integrated and well resourced national 
health care workforce policy that fully recognizes the vital role of 
nurses and health care providers and allows them to practice to the 
fullest extent of their scope. 

ANA remains committed to the principle that health care is a 
basic human right and all persons are entitled to ready access to 
affordable quality health care services. ANA also believes that a 
health care system that is patient centered, comprehensive, acces- 
sible and delivers quality care for all is something that should not 
be partisan or a political issue. ANA supports a restructured health 
care system that ensures universal access to its standard package 
of essential health care services for all individuals and families. 
That is why ANA strongly supports the inclusion of a public health 
insurance plan option as an essential part of comprehensive health 
care reform. 

We believe that inclusion of this public plan option would assure 
that patient choice is a reality and not an empty promise and that 
a high-quality public plan option will above all provide the piece of 
mind that is missing from our current health care environment. It 
will help make health care more affordable for patients, generate 
needed competition in the insurance market and guarantee the 
availability of quality, affordable coverage for individuals and fami- 
lies, no matter what happens. 

There are a wide variety of ideas currently circulating about 
health care reform, but all include discussion of prevention and 
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screening, health education, chronic disease management, coordina- 
tion of care and provision of community-based primary care. As the 
Committee has clearly recognized in its draft, these are precisely 
the professional services and skills that registered nurses bring to 
patient care. 

As the largest single group of clinical health care professionals 
within the health care system, licensed registered nurses are edu- 
cated in practice within an holistic framework that views the indi- 
vidual family community as an interconnected system that keep us 
well and help us heal. Registered nurses are fundamental to the 
critical shift needed in health services delivery with the goal of 
transferring the current sick care system into a true health care 
system. 

Our ends are backbones of the health care delivery system. Ad- 
vanced practice registered nurses, in particular nurse practitioners 
and nurse midwives, are proven providers of high-quality, cost-ef- 
fective primary care. ANA nurses are strong supporters of commu- 
nity and home-based models of care. We believe that the founda- 
tion of a well-based health care system is built in these settings, 
reducing the amount of both money and human suffering that ac- 
company acute care episodes. 

ANA supports the renewed focus on new and existing commu- 
nity-based programs, such as community health centers, nurse 
home visitation programs and school-based clinics. ANA supports 
the use of community-based, multi-disciplinary teams to support 
primary care through the medical home model. This model dem- 
onstrates the commitment to quality, coordinated care by all health 
providers, and represents a focus; not just on treating illness, but 
on emphasizing wellness and prevention. ANA is especially pleased 
that under this proposal nurse practitioners have been recognized 
as primary care providers and we’d be authorized to lead medical 
homes. 

In conclusion. I’d like, once again, the American Nurses Associa- 
tion thanks you for the opportunity to testify before this Com- 
mittee. We appreciate your clear commitment to nursing and your 
understanding of the important role nurses play in the lives of pa- 
tients and the system at large. Nurses are eager and willing to 
work with you to support and enact meaningful health care reform 
today. 

Thank you very much. 

[The prepared statement of Ms. Policastro follows:] 
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The American Nurses Association (ANA) appreciates this opportunity to testify 
regarding the Tri-Committee Health Care Reform Discussion Draft. Founded in 1896, 
ANA is the only full-service national association representing the interests of the 
nation’s 2.9 million registered nurses (RNs), and advances the nursing profession by 
fostering high standards of nursing practice, promoting the rights of nurses in the 
vrorkplace and sharing a constructive and realistic view of nursing’s contribution to the 
health of our nation. Through our 51 constituent member associations. ANA represents 
RNs across the nation in all practice settings. 

ANA commends the work of the House Ways and Means, Energy and Commerce, and 
Education and Labor Committees for their work in crafting the TriCommittee Health 
Care Reform Discussion Draft. This legislation clearly represents a movement toward 
much-needed, comprehensive and meaningful reform for our nation's healthcare 
system 

We particularly want to express our appreciation for the committees’ recognition that. In 
order to meet our nation’s health care needs we must have an integrated and well 
resourced national healthcare workforce policy, a system that focuses on wellness and 
prevention, and a high-quality public health insurance option that complements and 
competes fairly with options offered by private insurers. 

The U.S. health care system remains in a state of crisis. Despite incremental efforts at 
reform, the number of uninsured continues to grow, the cost of care continues to rise, 
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and the safety and quality of care are questioned. Harvard researchers have found that 
62% of all personal bankruptcies in the U.S. in 2007 were primarily caused by health 
problems— and 78% of those filers had insurance. The overwhelming problems of the 
health care system require significant attention on the part of health professionals, 
policy-makers, and the public. 

ANA remains committed to the principle that health care is a basic human right and all 
persons are entitled to ready access to affordable, quality health care services. ANA 
supports a restructured health care system that ensures universal access to a standard 
package of essential health care services for all individuals and families. 


Public Plan 

That is why ANA strongly supports the inclusion of a public health insurance plan option 
as an essential part of comprehensive health care reform. And we are not alone. 
According to a New York Times/CBS News poll conducted just this month, Americans 
overwhelmingly support substantial changes to the health care system and are strongly 
behind the public health insurance plan option. 

Under the comprehensive plan put forward by the three House committees, people 
would have the freedom to keep their current plan, choose another private plan, or 
choose a high-quality, affordable public health insurance plan. 

We believe that inclusion of this public health insurance plan option would assure that 
patient choice is a reality and not an empty promise, and that a high-quality public 
health insurance plan option will, above all, provide the peace of mind that is missing 
from our current health care environment. It will help make health care more affordable 
for patients, generate needed competition in the insurance market, and guarantee the 
availability of quality, affordable coverage for individuals and families no matter what 
happens. 

According to the Kaiser Family Foundation and the Health Research and Educational 
Trust, premiums for employer-sponsored health Insurance In the United States have 
been rising four times faster on average than workers' earnings since 1999, Overall, 
insurance premiums have increased more than 87 percent on average, over the past six 
years, while wages have increased approximately 20 percent (KFF Employer Health 
Benefits 2008 Annual Survey). 

The public health insurance plan option could bring positive competition to bear on the 
private insurance market, encouraging patient-centered, value-driven health care 
delivery. Rather than an impetus for “crowd out," as critics suggest, such fair and 
transparent competition would create a win-win for those whom the healthcare system 
is supposed to serve, the people of the United States. 


ANA does not believe that regional health cooperatives or state-level public plans, both 
of which have been proposed as alternatives, are appropriate options for the scope of 
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change required. Their record suggests that they would have neither the financial 
stability nor the bargaining leverage needed to shrink health care costs in the long term. 
They are non-starters if the Congress is interested in true comprehensive reform of the 
system. ANA agrees with Karen Davis, president of the Commonwealth Fund, that "a 
national organization with authority to purchase health care at reasonable rates is 
integral to success in controlling costs.” 

ANA deeply appreciates the commitment to a public health insurance plan in the bill, 
and we look forward to partnering with you to make this plan a reality. 

The Role of Nurses 

There are a wide variety of ideas currently circulating on health care reform, but all 
include discussion of prevention and screening, health education, chronic disease 
management, coordination of care, and the provision of community-based primary care. 
As the committee has clearly recognized in its draft, these are precisely the professional 
services and skills that registered nurses bring to patient care. 

As the largest single group of clinical health care professionals within the health system, 
licensed registered nurses are educated and practice within a holistic framework that 
views the individual, family and community as an interconnected system that can keep 
us well and help us heal. Registered nurses are fundamental to the critical shift needed 
in health services delivery, with the goal of transforming the current “sick care" system 
into a true “health care" system. 

RNs are the backbone of hospitals, community clinics, school health programs, home 
health and long-term care programs, and serve patients in many other roles and 
settings. Advanced Practice Nurses (APRNs), in particular Nurse Practitioners and 
Nurse Midwives are proven providers of high-quality, cost effective primary care. 

As the Committee has clearly recognized, the support, development and deployment of 
this keystone profession, is essential for any quality health reform plan to succeed. 

ANA commends the committee for the many measures in the bill that would bolster the 
nursing profession - particularly the reauthorization of and investment in Title VIII 
Nursing Workforce Development Programs — and for its demonstrated commitment to 
fostering full integration, coordination, and collaboration at all levels among our nation's 
health care workforce. 

Medical Home 

In particular ANA applauds the use of "community-based multidisciplinary teams" to 
support primary care through the Medical Home Model. This model demonstrates a 
commitment to quality, coordinated care by all health providers, and represents a focus, 
not just on treating illness, but on emphasizing wellness and prevention. ANA is 
especially pleased that under this proposal. Nurse Practitioners have been recognized 
as primary care providers and would be authorized to lead Medical Homes. APRN's skill 
and education, which emphasizes patient and family-centered, whole-person care, 
makes them particularly well-suited providers to lead the Medical Home Model. 
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The ability of APRNs to provide high quality, cost-effective care has been widely 
recognized by patients and the health care community and is supported by significant 
research and critical analysis. According to the American Academy of Nurse 
Practitioners, there are over 125,000 Nurse Practitioners (NPs) practicing in the United 
States today. APRNs serve a critical role by filling gaps in primary care. At least 66 
percent of NPs practice in primary care settings. Twenty percent practice in remote 
rural or frontier settings.’ APRNs have also made a special contribution by increasing 
access to care for the poor and uninsured, as well as those in underserved urban and 
remote rural areas. 

ANA deeply appreciates the committee's recognition that in order to successfully 
transform our nation's health care system, we must have a holistic workforce policy that 
fully recognizes the vital role of nurses and other providers, and we look forward to 
working with you to advance the Medical Home model outlined in the TriCommitlee 
Draft. 

Given the importance of APRN’s to primary care, we encourage the Committee to 
consider an initiative that would cover the cost of Graduate Nursing Education through 
Medicare. This would enhance our nation's ability to prepare primary care providers by 
substantially boosting the number of highly-skilled APRNs available to care for 
individuals and families across the country. 

Quality 

ANA supports comparative effectiveness research not only for drugs and devices, but 
also for evaluating therapeutic approaches and delivery system models. As one aspect 
of that support, we recommend that the federal government gather evidence about 
which wellness and prevention programs have demonstrated effectiveness and provide 
incentives for their accelerated diffusion in the workplace, schools, and communities. 
Thus we support the creation of permanent Task Forces on Clinical Preventive Services 
and Community Preventive Services, respectively, such as described in Title III of the 
bill. 

Many recent studies have demonstrated what most health care consumers already 
know: nursing care and quality patient care are inextricably linked, in all care settings 
but particularly In acute and long-term care. Because nursing care is fundamental to 
patient outcomes, we are pleased that the legislation places strong emphasis on 
reporting, both publicly and to the Secretary, of nurse staffing in long-term care settings. 
The availability of staffing information on Nursing Home Compare would be vital to 
helping consumers make informed decisions, and the full data provided to the Secretary 
will ensure staffing accountability and enhance resident safety. 

ANA hopes that, in this same vein, the Committee will look toward incorporating public 
reporting of similar nurse staffing measures and nursing sensitive indicators in acute 


' American Academy of Nurse Practilloners, Nurse PraotiUoner Facts. AANP Web site: 

WWW aann.orQ/NRyrdonlvres/51C6BCOF-F1CO-4718-B42F-3DEDC6F5F635/0/AANPNPFacls Pdf 
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care through the Hospital Compare Website, as recommended by the National Quality 
Forum (NQF) in its 2004 publication National Voluntary Consensus Standards for 
Nursing-Sensitive Care: An Initial Performance Measure Set. 

To quote the NQF Report foreword- "These consensus standards can be used by 
consumers to access the quality of nursing care in hospitals, and they can be used by 
providers to identify opportunities for improvement of critical outcomes and processes of 
care. Furthermore these standards can be used by purchasers to incentivize and 
reward hospitals for better performance “ 


ANA strongly supports the focus that the discussion draft places on collection of quality 
measures and the use of evidence-based best practices throughout the bill, and we look 
forward to partnering with you on advancing quality measures in health care reform 


Wellness and Prevention Programs 

A reformed health care system must value primary care and prevention to achieve 
improved health status of individuals, families and the community. As the Committee 
recognizes, this means that money, resources and attention must be reallocated in the 
health system to highlight the importance of, and create incentives for, primary care and 
prevention. 

Nurses are strong supporters of community and home-based models of care. We 
believe that the foundation for a wellness-based health care system is built in these 
settings, reducing the amount of both money and human suffering that accompany 
acute-care episodes. ANA supports the renewed focus on new and existing 
community-based programs such as Community Health Centers, Nurse Home 
Visitation programs, and School-Based Clinics, and we applaud the Committee's 
recognition throughout the bill of the vital importance of addressing health disparities. 

It is essential to expand the research base on best practices in chronic disease 
prevention and early intervention. Therefore, we are gratified to note that grant money 
in the House bill could provide greater funding and support for research and innovation 
in the fight against the nation's most prevalent and costly chronic diseases. 

ANA and other nursing organizations can be this Congress' trusted advisor, in 
collaboration with Community Health Centers and others, in exploring the real world 
significance of various care management provisions under consideration by this 
Committee to improve the health status of individuals, families, communities and our 
nation. 

Closing 

Once again The American Nurses Association thanks you for the opportunity to testify 
before this Committee. ANA appreciates your clear commitment to nursing and your 
understanding of the important role nurses play in the provision of essential health care 
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services to individuals and families across the country. The need for fundamental 
reform of the U S, health care system is more necessary than ever. Bold action is 
called for to create a health care system that is responsive to the needs of consumers 
and provides equal access to safe, high-quality care for all in a cost-effective manner. 
ANA and nurses are ready to work with policy-makers, industry leaders, providers and 
consumers to support and advance meaningful health care reform today. Thank you 
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Mr. STARK. Thank you. 

And next we’ll hear from Louise’s husband, who is well-ac- 
quainted with this Committee; and, I’m happy to introduce Chip 
Kahn, the President of the Federation of American Hospitals. 

Chip. 

STATEMENT OF CHARLES N. KAHN HI, PRESIDENT, 
FEDERATION OF AMERICAN HOSPITALS 

Mr. KAHN. I hope Mr. Rangel, Mr. Stark, Mr. Camp, and others 
on the Committee will forgive me for my checkered past. 

On hehalf of the Federation of American Hospitals I appreciate 
the opportunity to offer our views on the House Tri-Committee 
Health Reform draft. FAH is the representative of over 1,000 inves- 
tor-owned or managed community hospitals and health systems 
from across the country. 

President Obama and the Congress are right to place health re- 
form at the top of the domestic agenda. The House draft provides 
a good starting point for reform. The draft raises the right issues. 
It gives us a roadmap to coverage for all Americans. I would cover 
four or five points about the draft. We’d make other points in the 
written testimony that I’ll commend to the Members and then be 
happy to discuss if you’d like. 

First, after conversations with the Chairman, the members of 
FAH set the same goal as our highest priority — affordable coverage 
for all. 

[Brief power outage.] 

Mr. KAHN. And we demonstrated that through a proposal that 
we prepared, the health coverage passport, which shows that uni- 
versal health coverage can be achieved by building on our current 
system. The House draft is consistent with the principles upon 
which we based our proposal. It subsidized those Americans who 
lack sufficient, disposable income, to afford coverage. It builds on 
the employer-based system. It includes insurance reform and it re- 
quires Americans to obtain coverage. 

However, the draft wavers from our prescription an important 
aspect of its health insurance exchange. The draft includes a public 
option. We understand President Obama and many of you feel 
strongly that there should be an alternative to private insurance 
and HMOs. But, in our view, the public option is not necessary to 
achieve successful reform and will leave clinicians and providers 
alike with insufficient payment to serve our patients. So we re- 
spectfully request that you consider a nonprofit or co-op model, if 
you believe eligible consumers should have other choices. 

Second, we understand that Congress is going to call upon hos- 
pitals to contribute to the funding of health coverage. We stand 
ready to participate if payment effects are fair; but, we feel strong- 
ly that fairness includes reimbursement reductions calibrated to 
take effect only with commensurate increases in coverage. Third, 
we deeply appreciate that the draft recognizes the multiple pur- 
poses of the safety net-oriented disproportionate share payment in 
Medicare and Medicaid and appreciate the thoughtful approach the 
Committee’s taken toward that in the draft. 

Fourth, we appreciate the Committee draft taking a position on 
prohibiting physician ownership and referral to hospitals. We think 



236 


you take a sensible approach on bundling. It needs research and 
it needs development. And, finally, we are very appreciative that 
on readmission policy you focus on those readmissions that are 
most vulnerable and ought to be assessed. 

Finally, the draft recognizes the need to use care measures to en- 
able clinicians and hospitals to improve services for those they 
serve, and to give consumers information that will enable citizens 
and Americans to choose the right caregivers. However, the draft 
falls short in supporting the processes needed to make this quality 
happen. The draft does not sufficiently embrace the initiative de- 
veloped by Stand For Quality, an organization of 200-plus multi- 
stakeholders. It includes patients, consumers, labor, clinicians, hos- 
pitals, nurses, employers; everyone involved in the health care sys- 
tem in any way. 

Stand For Quality has proposed new support for the National 
Quality Forum and the Agency for Healthcare Research and Qual- 
ity, and recommended a closer, more formal communication and 
consultation between the government institutions that establish 
and oversee the Nation’s quality agenda and the universe of groups 
outside government whose shared mission is to make quality hap- 
pen. We hope you will review the recommendations of Stand For 
Quality and that they may be included in the mark that you will 
take up in the next few days. 

Finally, we deeply appreciate the invitation today and look for- 
ward to working with the Committee as the draft develops toward 
enactment. 

Thank you. 

[The prepared statement of Mr. Kahn follows:] 
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COMMITTEE ON WAYS AND MEANS 
U.S. HOUSE OF REPRESENTATIV ES 

TESTIMONY OF 

THE FEDERATION OF AMERICAN HOSPITALS 
JUNE 24, 2009 
Presented by: 

Charles N. Kahn III 
President & Chief Executive Officer 


Chairman Rangel. Ranking Member Camp, and olher distinguished Members of the Committee, 
on behalf of the Federation of American Hospitals (FAH ), I appreeiale the opportunity to offer 
our views on the House of Representatives' Tri-Committee Health Reform discussion draft. The 
FAH is the national representative of more than 1,000 investor-owned or managed community 
hospitals and health systems throughout the United Stales. Our members include general 
community hospitals and leaching hospitals in urban and rural America as well as inpatient 
rehabilitation, long term acute care, psychiatric and cancer hospitals. 

It is gratifying for me to come before the Committee today. President Obama, the Congress, and 
the members of this Committee are right to place hc'allh reform at the top of the domestic agenda. 
In my view, we are at one of those inflection points in history when health reform is not only 
possible but desperately needed bccau.se too many Americans lack access to affordable, quality 
health care. Beyond the tragedy of the almost 50 million uninsured Americans and despite the 
best efforts of so many, all of us experience a health care system that spends too much and is not 
as effective and elTicient as it should be. The time for action has come, and the FAH looks 
forward to participating in the development of consmiclivc change that will bring belter, more 
affordable health care to all Americans. 

For a task .so momentous, it is appropriate that the Congress approach this priority with due care. 
The ambitious and comprehensive Tri-Committee Health Reform discussion draft presents a 
good starting point for health reform. The draft raises all the right issues. It gives us a roadmap 
to affordable, quality health care for all Americans. At the same time, we recognize that the 
Committee has ofl'ercd the draft as a work in progress. It is meaningllil to the FAH, and to all of 
us who c"are so deeply about health care in America, that we can today offer our observations and 
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recommendations. We look forward to working with the Committee and the rest of the Congress 
as the draft legislation evolves from its current fonn to enacted law. 

COVERAGE 


The FAH is particularly pleased that the primary goal of the Tri-Committee Health Reform 
discussion draft is to ensure that alTordablc health coverage is available for all Amerieans. More 
than two years ago, the members of the FAH set the .same goal as our highest priority and 
released our own proposal, the “Health Coverage Passport” (HCP) to illustrate how universal 
health coverage could be obtained in the context of the American health care system. 

The FAH based the HCP on four guiding principles to achieve universal coverage: ( I ) to assure 
low income coverage there must be sufficient subsidies; (2) to expand coverage based on the 
current avenues to coverage available for Americans; (3) to reform the insurance system where 
necessary; and, (4) to recognize a responsibility for all Americans to obtain coverage. 

In general, the draft meets these principles. It provides the subsidies that Americans lacking 
sufficient disposable income will need to obtain coverage; it builds on the current employer- 
based system; it addrasses the need for insurance reform; and it includes a requirement that will 
ensure that coverage is obtained by all Americans. 

Americans ha\ c said repeatedly that they want to build on the current health care system. 
Clearly, the draft honors this principle. It aims to preserv e w hat works in our current system, 
allowing Americans to keep the coverage they have, and provides the building blocks for the 
support others need to attain health coverage. These include sliding scale subsidies for 
purchasing health insurance, reforms to private insurance and efforts to limit cost growth. 

The ingredients for coverage expansion are present in the draft. However, the draft wavers 
somewhat from our prescription for refonn in its construct of insurance reform. We called for 
reforms that w ould assure ready access to private health insurance for Americans who are not 
eligible for employer-based coverage or the existing public programs. We also recognized that 
there might need to be structures at the state level where these Americans could purchase 
affordable coverage, similar to the health insurance exchanges in the draft. In our model, we 
assumed that a refomted private health insurance market with guarantee issue, guarantee 
renewability, modified community rating, and market protections would suffice. We did not 
envision a government-run public option as pre.scnted in the draft. 

In our view, the public option is not necessary to achieve successful reform. We feel very 
stfongly that a private market can best serve those eligible Americans without tlie need for 
government interv'cntion. We further feel that the stability of the critically important employer- 
based health insurance market depends on a vibrant private health insurance industry. 

We do understand, however, that President Obama and many of you feel strongly that there 
needs to be an alternative to the current private insurance carriers available in the health 
insurance exchanges proposed in this draft, where so many Americans will purchase their 
coverage. The FAH does not disagree that such an alternative could be beneficial. Ifthe 
Committee agrees an alternative is a necessary feature of the exchanges, we ask the Committec- 
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10 consider a non-govcmmental, non-profit or co-op model that would offer eligible consumers 
another choice without forming a new government-run insurance plan. 

The governmental construct, from the view of the FAH, is problematic for many reasons. We 
believe it will eventually result in govcniment price setting for most, if not all, health care 
settings. We feel strongly that a mixed system of payment built on private negotiation will serve 
the consumer w'ell and keep providers and clinicians viable and available to serve patients and 
their communities. 

The FAH fears that the draft leans in a different direction and, instead, would create an insurance 
system dependent on Medicare payment in the near term and over time. For the first few years, 
the public plan option would require Medicare payment rates and over time would give the 
Secretary of HHS total administrative authority to set the rates that would be paid. Tliis is 
unfortunate because, as critical as both the Medicare and Medicaid programs are to so many 
Americans, for providers and clinicians, these programs chronically underpay for services. To 
assume that either model would become predominate is to raise real concerns that insullicienl 
resources will be available to provide the care Americans expect and deserve. 

There has been a legitimate debate in recent months about the sufficiency of Medicare payments 
to hospitals. MedPAC has asserted that such payment is all that is necessary for the maintenance 
of an efficient hospital. The FAH does not agree with this analysis, but even accepting die 
merits of the Medicare argument, the draft expands Medicaid significantly so that hospitals 
would potentially be subject to a Medicare-Medicaid payment mix with an expansive public 
option that was not envisioned in the the MedPAC analysis. Additionally, the dnift includes 
reductions in Medicare payment that may further exacerbate the vast expansion of the Mcdicare- 
Mcdicaid payment proportion of hospital payment. 

While w'e welcome what would appear to be the draft’s intent not to require ho.spitals to 
participate in the public option, hospitals are there to serv e their communities and the option not 
to serve is, in fact, no option at all. 

Further, we find that the draft assumes a level of authority over pricing and payment 
methodology that is even more extensive than the level under the current Medicare program. 
Section 223 of the draft clearly gives the Secretary of HHS authority to establish payment rates 
and Section 224 permits the Secretary to "modernize” payment. Under Section 224, the 
Secretary would have the authority, absent Congressionally-mandated and reviewed 
demonstrations or pilots, to develop payment policies to include value-based purchasing, 
accountable care organizations, bundled payments, and adjustment of payments to address 
geographic variation. 

While we applaud and support some of these initiatives, we hav e concerns about others, and 
would be extremely apprehensive to have them applied by Secretarial authority without 
sufficient review. While Section 224 pertains only to the coverage offered under the public 
option, we are concerned that the exercise of reform through administrative action implied here 
would not allow for sulTicient vetting of policy and clearly lacks any .semblance of the 
negotiation and engagement that is so essential to the operation of a viable and competitive 


3 



240 


hcallli insurance market. M'c do not believe government has a monopoly on "good ideas” about 
cost containment and delivery reform and, considering past experience w ith Medicare, are 
concerned this approach will not result in the best outcome for patients or those who sene thein. 

Tile FAH feels strongly that the only way to avoid the issues related to the exercise of 
administrative authority through the public option is to remove it from governmental authority 
and stick to the draft’s newly restructured and highly regulated private health insurance market. 

Finally, despite the enforcement of the individual and employer mandates in the draft, hospitals 
w ill invariably be faced with uninsured patients who have avoided health insurance. The FAII 
urges the inclusion of a mechanism under which hospitals would be enabled to automatically 
enroll uninsured patients. Enrollment could take many forms - it might look like current 
presumptive enrollment in Medicaid, or use some type of default mechanism to coverage in the 
new health insurance exchange. Whatever the approach, it is essential that under full 
implementation of the envisioned coverage e.xpansion that anyone who seeks care at a hospital 
and who does not have health coverage can be enrolled in coverage at the hospital. 

We realize the Congress is going to call upon hospitals to contribute financially to health 
coverage expansion. A key tenet of the FAH “shared sacrifice” policy is that any reimbursement 
reductions should be calibrated to and triggered by associated increases in coverage. Hospitals 
are under significant financial pressure, and before essential resources are removed, it is eritical 
to assess the actual coverage expansion. I'or example, if the Committee chooses to target a 
certain portion of the hospital market basket, the FAH believes that such reductions should only 
occur once the CMS Actuary determines that certain increased coverage goals have been 
attained. Tlte FAH seeks to work w ith the Congress on ensuring this critically important and 
fundamentally fair policy is pan of this health reform legislation. 

In addition, the draft exercises appropriate restraint by calling for the Secretary to submit a report 
to Congress in 2016 with recommendations on what, ifany, changes to DSH may be warranted 
going forward at that time. As you know, DSH payments are absolutely vital to maintaining the 
fragile health care safely net, especially considering well-documented Medicare and Medicaid 
payment shortfalls. This will remain so, for the foreseeable future, and likely under virtually any 
level of coverage expansion. The Committee demonstrates great wisdom in waiting until 
coverage expansions and broader health reforms take hold and can be fully evaluated before 
considering changes to the DSH program. 

Tlie FAfl, however, does recommend one immediate change to DSH policy in the interim - 
equity for rural hospitals. For reasons that are unclear from a policy perspective, the statutory 
formula for determining DSH payments to hospitals provides lower payments to rural hospitals 
treating the same proportion of indigent patients than it does for larger urban hospitals. Rural 
ho.spitals anchor health care delivery in their communities, and a key goal of health reform must 
be to strengthen these institutions to enable them to continue to treat the growing number of 
indigent patients in rural areas. We urge the Committee to establish DSH payment equity for 
rural hospitals. 
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REFORMING PF.LIVF.RV A RFDI CING COSTS 


• Self-Referral Ban to Physician-Owned Hospitals 

Rising costs remain the most menacing health care issue for most Americans. Reducing those 
costs and appropriately aligning incentives begins witli inclusion ofSection 1 156. die self- 
referral ban to physician-tnvned hospitals, llie FAH remains appreciative of this Committee’s 
longstanding support for this policy. In the last two years, the House of Representatives has 
passed similar legislation tliree times, and the Senate has passed it once. The Obama 
Administration also included this policy in its FYIO Budget Proposal, recognizing it as an 
important policy objective which has the added benefit of being an offset to health reform. 
Additionally, the Congressional Budget Office (CBO) has concluded that self-referral to 
physician-owned hospitals raises health care costs by increasing utilization. Now is the time to 
pa.ss this legislation once and for all. 

Section 1 125 is compromise legislation; it is prospective in application, protects current 
physician ownership arrangements, and allows c.\isling facilities to grow if they meet certain 
requirements. This policy will benefit patients and communities, save taxpayer money, end a 
serious conflict of interest that can affect patient care, and allow full-ser\'ice community 
hospitals to provide vital care for all those in need. 

• Readmissions 

Tlie FAH supports the principle of decreasing potentially preventable hospital readmissions and 
appreciates the direction of several key elements of the draft’s readmissions policy. However, 
we arc concerned the key measure of performance - the “e.xcess readmissions ratio" - creates the 
potential for large, counterproductive payment reductions. Large cuts through thi.s policy would 
substantially undermine hospitals’ ability to invest in and adopt systems changes that would 
minimize preventable readmissions. 

While we are troubled with these potential payment reductions, we are pleased that the draft 
recognizes the need to adopt readmission performance measures that have been endorsed by a 
multi-stakeholder consensus group, sueh as the National Quality Forum. We also appreciate that 
the draft would exclude readmissions that are unrelated to the prior discharge. We would urge 
that any expansion of conditions be linked to the national priorities as defined in Section 1441. 

In addition, the Committee takes an important step forward by olTcring financial assistance to 
certain DSH hospitals to help with addressing patient noncompliance issues, a key factor in 
hospital readmissions. We strongly recommend, however, that, at a minimum, all DSH hospitals 
be eligible for this assistance, not just tliose with $10 million in DSH payments as transitional 
care and patient compliance arc rcadmissions issues tor all hospitals. 

The FAH also commends the Committee for recognizing the central role of physicians and others 
throughout the continuum of care in admitting, discharging and providing continuing care for 
patients. For readmissions policy to achieve its goal, hospital and physician incentives must be 
aligned. The Committee is correct to pursue a readmissions policy that would align incentives 
for clinicians and hospitals. 
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Rcgardinj: post-acute care providers, however, the bill prematurely applies an arbitrary interim 
policy that reduces their payments when a patient is readmitted to a hospital within JO days of 
discharge, even if the readmission was clinically necessary and unrelated to the care provided in 
the post-acute ,setting. It makes little sense, then, to subject post-acute providers to payment 
reductions based on such an arbitrary policy, especially since the draO correctly calls for the 
development of more carefully calibrated measures governing rcadmissions IVom post-acute 
providers, 

• Post-Acute Payment Reform 

rite dralf steers just the riglit course in directing the Secretary, in a reasonable time frame and 
with the input of stakeholders, to develop a detailed plan to reform post-acute payments, and 
then authorizing the Secretary to conduct demonstrations, including, as appropriate, a variety of 
bundling approaches, to test what works and what doesn't. Clearly, the Committee recognizes 
the enormous complexities of reforming these payments with minimal disruption to patients. 

The list of issues that the Secretary's detailed plan must consider is appropriately exhaustive, 
including whether payment for physician services should be included in the bundle. As a result, 
the bill adopts the patient and thoughtful approach that is necessary. 

• Accountable Care Organizations (ACO) 

The FAH supports initiatives that focus on new methods of furnishing quality medical care to 
patients through integration. Creating greater accountability in the delivery of care through 
payment incentive arrangements is a positive and important step toward this goal. Section 1301 
seeks to reach this goal, but does so in a way that W'ould limit access regarding who can submit 
proposals to participate as a pilot program. Physicians will be an important part of any 
successful ACO. but hospitals should be alforded the opportunity to take leadership roles in 
establishing a pilot ACO and guiding care integration with physicians, especially when the focu.s 
is on controlling both Medicare Part A and Part B costs. 

• No "Super-McdPAC” 

The FAH is appreciative that the dratl proposal does not contain a policy under discussion by 
certain policymakers to change the mission of the Medicare Payment Advisory Commission 
(MedPAC) from a congressional advisory body to an Executive Branch decision-making entity. 
Since its inception in 1997, MedPAC has fulfilled a key function for helping guide Medicare 
policy for Congress. Health care policy naturally is complex and can impact constituencies in 
unintended or unexpected ways. MedPAC has functioned appropriately in advising Congress on 
policy options and recommendations, and this Committee, in particular, has taken its advice 
seriously but not without using its independent judgment as it seeks to clarify how its 
recommendation would impact real people. The FAH believes it is the purview of Congress to 
legislate on significant health care policy changes and believe the traditional role of MedPAC 
should he maintained. 
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IMPROVING QUALITY 

• Establishment of National Priorities and Performance Measures for Quality 
Improvement 

Tlic FAH is pleased that the Committee rceognizes the importance of national quality 
measurement in numerous sections oflhe legislation. The FAH is a member of “Stand For 
Quality,” a nationwide 200 plus multi-stakeholder coalition representing patients, consumer 
advocates, labor, clinicians, hospitals, employers, purchasers, researchers, and more, who have 
all come together to improve health care quality and delivery. 

Quality health care happens at the bedside, not in Baltimore at CMS. The quality of care 
delivered to patients improves laste.st and most efticienily through a coordinated multi- 
stakeholder approach that is patient-centered. 

We appreciate the Committee recognizing that performance measurement is a key building block 
to quality improvement and must be supported by a strong national infrastructure linked to a set 
of national priorities established by the Secretary. By building on the current public-private 
initiatives, we can create a sustainable infrastructure to support high quality, affordable health 
care for all. 

To make this happen, the FAH and Stand for Quality recommends the draft legislation focus on 
six clearly established goals: 

• Setting national priorities to guide reporting and improvement activities and assess 
progress. 

• Endorsing and maintaining measures for national use through a multi-stakeholder 
consensus process. 

• Developing measures to till identilied gaps in priority areas. 

• Strengthening a public-private stakeholder consultation process. 

• Providing a national strategy for the collection, aggregation and public reporting of 
quality measures 

• Identilying, developing, testing and disseminating innovative methodologies for 
improvement in quality of health care. 

Unfortunately, the Committee draft falls short of these goals. While the draft recognizes the 
imptirtance of priority setting and development of new measures. Subtitle C docs not clearly 
dclme how the national priorities are linked to identifying gaps in u.seable quality mea.sures, the 
use of measures in a wide variety of public and private payment programs, the process for 
collecting, aggregating and publicly reporting on measures. 

We believe that Subtitle C would be enhanced by adding several sections including a section that 
would link the definition of "multi-stakeholder” already in the legislation to the consultative 
process. The consultative process provides input to the Secretary of HHS and CMS on the 
establishment of priorities, the endorsement of quality measures, the use of quality measures, and 
identification of gaps in quality measurement, and the aggregation of quality data for public 
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reporting. The consultative process does not take authority or power away frtim the Secretary or 
CMS. it merely provides the Secretary with options inl’ormed by patients and those providing 
care to them. 

Throughout the draft, there are di.stinct references to quality measurement in a variety of 
Subtitles and across health care sectors such as Medicare Advantage Plans, prevention and 
wellness. We believe that overall national quality would be greatly enhanced if the use of quality 
measures required for implementation and quality improvement in other sections of the bill 
would build on the national priorities established by the Secretary, by creating a specific 
legislative link to an enhanced Subtitle C. Such a linkage would harmonize the information 
provided to the publie and facilitate a process that focuses every element of the health care 
system on the key factors that will improve patient care. 

The FAH is pleased to see Sec. 2401, "Implementation of Best Practices in the Delivery of 
Health Care.” Duality improvement must focus on research on the factors that facilitate the 
behavior change necessary to improve quality and foster an environment of continuous 
improvement. 

The FAH believes that quality improvement happens most efficiently when reliable 
methodologies are developed to quickly disseminate information to clinicians, patients and 
providers. We believe the Agency for Healthcare Research and Quality (AHRQ) is the correct 
entity to carry out this task, and would urge the Committee to reassess the quality improvement 
language already in the drafi to focus on the outcomes of the quality improvement process 
including the provision of technical assistance and learning aids for health care organizations to 
disseminate what’s learned through Q1 elTorts. We believe that good science and methodologies 
for improving patient care can be more elTectively and efficiently distributed than under the 
current .system. 

Section 1709 establishes a new Assistant Secretary for Health Information responsible for 
ensuring the collection, collation, reporting and publishing of statistics on key health indicators 
which will include the development of standards for the collection of data on health and health 
care. The FAH believes strong consideration should be given to the rote that increased use of 
electronic health records will play in the collection of health information in the future. While 
wc support the requirement for the Assistant Secretary to coordinate with the Office of the 
National Coordinator for Health Information Technology (ONC) to carry out these duties, we are 
concerned about the potential overlap between the responsibilities of the Assistant Secretary and 
the responsibilities of the National Coordinator for Health IT as the collection of health 
information becomes increasingly automated. 

While the draft calls for the Assistant Secretary to consult with offices and agencies within HHS 
and the heads of other appropriate federal departments, there is no requirement for the Assistant 
Secretary to undertake a multi-stakeholder consultation process. The FAH believes that 
consultation with both public and private stakeholders will ensure a more streamlined process for 
the eollection of health information that takes into account the operational challenges faced by 
those health organizations, including hospitals, that generate these data. 
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We upprcciate the draft bill designating Tnist Fund dollars to support the establishment of 
national priorities that would be implemented aeross all programs. However, we believe that the 
national goal setting, measure use, measure endorsement and consultative processes would 
require more than the annual S7 million currently in the draft legislation. The FAH would 
suggest that to effectively accommodate the complexity of establishing a national infrastructure 
to measure and report quality across the health care spectrum that the Committee consider 
increasing the Trust Fund allocation. 

The FAH is willing to work with the Committee on the development of language to support 
initiatives to define the consultative process, the use of quality measures and the identifications 
of gaps in the measurement development process. 

OFFSETTING HEALTH REFORM 


The FAH recognizes the importance of shared sacrifice, but we need to be very careful that 
health reform legislation does not arbitrarily reduce hospital revenue. Hospitals arc facing 
serious financial burdens now and for the foreseeable future that place significant pressure on our 
ability to meet community health care needs. Thankfully, the Tri-Committee draft rejects many 
of the hospital reimbursement cuts proposed by the Administration. We are particularly pleased 
that this legislation docs not impose cuts to Medicare and Medicaid Disproportionate .Share 
(DSH) payments to hospitals. 

There is no doubt that health coverage expansion done right could lead less uncompensated care 
to hospitals. However, it is next to impossible to predict the impact of reform and the potential 
utilization that would result from such dramatic changes in the marketplace, which are without 
precedent. It also is worth noting that a key source of revenue for hospitals is reimbursement 
from the individual health insurance market, which is often at beneficial rates for hospitals. The 
draft legislation targets this population for the health insurance exchange and (with or without 
the public option) would naturally result in reduced revenues to hospitals. 

As Congress addresses hospital reimbursement, we also urge you to keep in mind that: 

■ Hospitals are estimated to have a -6.9% overall Medicare margin this yean 

• The FY2010 proposed Medicare inpatiait payment rule would cut hospital 
payments an estimated S4 1 billion over 10 years; and 

• Medicare and Medicaid payment shortlalls to hospitals are chronic and well- 
dociunented. 

• Market Basket Updates 

Tile FAH opposes incorporating productivity adiustments as a permanent, arbitrary reduction to 
hospital market basket updates. Acute care hospital Medicare margins have been negative and 
falling for seven years, beginning in 2003. MedPAC projects that the overall Medicare hospital 
margin will reach negative 6.9 percent in 2009. This is an unsustainable palh. Imposing 
additional, annual reductions, currently estimated at 1.3 percent, w'ill exacerbate an already 
intolerable burden on hospitals struggling to meet the health care needs of seniors. 


») 
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In addition, productivity adjustments as described in the bill arc largely inapplicable to hospitals. 
The hospital market basket is structured specifically to capture the costs hospitals incur in 
providing a unit of inpatient care. Yet, the proposed productivity adjustment measures etTiciency 
gains for the broader economy, virtually exclusive of hospitals, which remain extremely labor 
intensive among other differences. Indeed, the cuts that this adjustment would impose would 
make it that much more difficult for hospitals to make the invesuncnis nece.ssary to achieve the 
very gains in cITiciency that are cited a,s justi ficalion for this productivity adjustment. 

Finally, it would be imprudent to adopt, permanently, the same productivity adjustment that 
MedPAC has. for the last three years, rejected when issuing its recommendations for a full 
hospital market basket update. 

Apart from productivity adjustments, the FAH recommends that inpatient rehabilitation facilities 
(IRF) receive a payment update in 2010. IRF margins are deteriorating, volume is declining, 
patient acuity is increasing, and this hospital sector, like all hospital sectors, has suffered from 
the collapse of the general economy. In addition. IRFs have been subject to an update freeze that 
began during FYOS and continues througli the remainder of FY09. It is unrea.sonable to deny 
these critical facilities an update for FYIO as well. 


FRAUD AND ABiiSF. 


The Tri-Committee’s draft contains a number of proposals aimed at reducing fraud, abuse, and 
waste in government programs. Many of the proposals are sound and target areas of the health 
care continuum in which fraudulent aclis ities have been rampant and require better detection and 
prosecution. Other proposals, however, may be subject to restrictive interpretation re.sulting in 
greater burden to health care providers than real benefit to the federal programs. 

• For example, .Section 1 64 1 requires repayments of Medicare and Medicaid 
overpayments within sixty days ofidentification. A sixty-day time frame for 
repayment may often be insufficient to complete an internal review of a potential 
overpayment, verily whether an overpayment exists, and take required action to 
repay the monies with the required written explanation. We urge the Committees 
to consider requiring a 60-day timeframe that is triggered when an overpayment is 
identified and then verified by internal review. 

The FAH believes the Committees .should also con.sider adding exceptions to the .self-referral 
statute and safe harbors for the anti-kickback statute to protect certain payment incentive and 
shared savings arrangements. The draft contains a number of other policies that focus on 
payment incentives as a way better to integrate care and control costs. Titus, these fraud and 
abuse statutes should not stand in the way as a barrier to implementing these types of policies 
through negotiated programs involving hospiUtls and physicians. 

OTHER ISSUES 


In closing, there arc several other issues in the draft that arc of significant importance to our 
member companies that we would like to brielly address 
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• Investor-Owned Hospitals Parity - Access to Crants to Improve Delivery and 
Outcomes 

FAH member hospitals, like all community hospitals, play a vital role in the communities we 
serve, and in some circumstances, investor-owned hospitals are the primary access point to 
essential health care services. While not necessarily within this Committee's jurisdiction, we are 
troubled that the grants throughout Title II aimed at improving the health care workforce and 
access to health care are limited to nonprofit hospitals. We urge the Congress to open up access 
to grants based on need, not on tax status. 

• Administrative Simplification 

Tlie FAH strongly supports admini.strative simplification, but recommends that Sec. 501 of the 
draft legislation be amended to require the Secretary to seek guidance on administrative 
simplification standards from existing public and private standard setting entities and tben 
develop regulations in consultation with professional organi/Jitions representing entities and 
constituencies referenced in SSA Section 1 1 72(a) - HIPAA. We also recommend that all 
regulations be subject to Notice of Proposed Rulemaking. 

• Psychiatric Hospital Stays and Mental Health Parity 

The FAH supports the provision in the discussion draft eliminating the 190-day lifetime limit on 
psychiatric hospital slays. Furthermore, we appreciate that the draft extends the mental health 
parity requirement as an essential benefit. 

Tbank you for the opportunity to le.stify before this esteemed Committee on this critically 
important piece of legislation. The FAI I stands ready to assist Congress as it moves through its 
consideration of the many issues that are important to all Americans and the hospitals that serve 
them in their time of need. 
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Mr. STARK. Chip, thank you very much for your contribution. 

Mr. Minnix, would you like to enlighten us, please? 

STATEMENT OF WILLIAM L. MINNIX, JR., PRESIDENT AND 

CEO, AMERICAN ASSOCIATION OF HOMES AND SERVICES 

FOR THE AGING 

Mr. MINNIX. Thank you, Mr. Chairman, and distinguished pub- 
lic servants. 

I am Larry Minnix. I represent the American Association of 
Homes and Services for the Aging, 5,600 mission-driven organiza- 
tions in everyone’s community; everything from small, adult-based 
centers to very large and comprehensive retirement communities. 

I represent the issue nobody wants to talk about in health care 
reform, but everybody will face sooner or later if we live long 
enough, so it’s time to confront it. And we believe that long-term 
services and supports can be a contributor to health care reform, 
not a detraction from it and a burden that many feel we cannot 
bear. So I want to talk about how we can finance long-term care 
through a public option as we look to the future, and some things 
that need to be done to improve the Medicare program. 

We certainly agree with the direction that you all are taking in 
health care reform and support the principles. From our stand- 
point, you are moving in the right direction as a matter of helping 
iron out the details. You may not realize it. While 40-something 
million Americans don’t have health insurance, 250 million Ameri- 
cans are uninsured for long-term care. Ten million, 65 and older, 
on any given day are in need of long-term service and support, over 
65. It’s almost that many under 65, younger adults, with disabil- 
ities. 

There are 44 million caregivers, and they spend an average of 35 
hours a week doing that job. It costs employers $2,000 a year for 
lost time, work, and stress-related illnesses. They spent out-of- 
pocket caregiving, $5,531 a year; $9,000 a year if they are a long- 
distance caregiver. The single biggest payer source is certainly 
Medicaid, and we have overburdened the Medicaid system with 
long-term care costs at $100 billion this year and growing. But 
families spend two and a half times that out of their own pockets. 

So we already have a huge problem. Now, what’s the solution? 
We believe that the HELP Committee bill, the Class Act, if you 
will, that Congressman Pallone introduced to this body previously, 
and now is embodied in the HELP Committee bill, is a solution. We 
all, when we begin work, put into a national insurance pool; and 
any of us at any age get daily cash benefits to help the caregiving 
stay at home. 

Eor younger, disabled populations, it may be the difference be- 
tween being able to work and not being able to work. Had a plan 
like this been in place today when the Pepper Commission rec- 
ommended some kind of insurance model a generation ago, Med- 
icaid expenditures for long-term care would be 50 percent of what 
they are today. So, if you think of what you could do with $50 bil- 
lion to help us address the rest of the health care system, we also 
have some recommendations around improvement of the current 
Medicare program. 
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You’ve heard some things about care management, transitions 
care, culture change in nursing homes. You look at some of the 
quality improvement things going on in nursing homes, especially 
around the advancing excellence campaign. Nursing home care can 
get better. We need to stabilize the financing, overhaul the public 
oversight to make it more modern and more accountable and trans- 
parent. All of those are fixable problems. None of it is going to 
work long-term though without a different approach to financing 
aging and disability-type services in what we believe is a public op- 
tion. 

Private, long-term care insurance cannot do it. It has its place 
but it cannot do it, and Medicaid is the fallback for everybody and 
you all know what government-imposed poverty and asset transfer 
does. So we believe there’s a solution, and let’s wrap it into health 
care reform. 

[The prepared statement of Mr. Minnix follows:] 
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Introduction 

On bclialf of the 5600 mission-driven, noi-for-piofii members of the American Association of Homes & 
Services for the Aging (AAHSA), 1 want to thank the Committee for the opportunity to address the Tri- 
Comminces draft legislation to provide affordable, quality health care for all Americans and reduce the 
growth in health care spending. 

AAHSA members help millioas of individuals and their families every day through 

raission-driven, not-for-profit organi/aiions dedicated to providing the services that people need, when 
they need them, in the place they call home. Our member organi/ations. many of which have served their 
communiLies for generations, offer the continuum of aging services: adult day services, home health, 
community services, senior housing, assisted living residences, continuing care reiiremeoi 
communities and nursing homes. AAHSA*s commitment is to create the future of aging services through 
quality people can trust. 

We commend the three committees for their extraordinary collaboration on developing a compreheruive 
approach to ensuring tliat all AnichcaiLs have access to aiTordable health care coverage. The task is 
daunting and the committees and their staff are to be commended for the volume of research, deliberation 
and drafting they have been able to accomplish in such a relatively brief period. The expansion of 
coverage, the improvements in the insurance marketplace, the proposed solutions to problems with 
coverage and access which we see in this draft legislation are all elements that must be resolved in^uiy 
successful reform of our muioii's health care system. 

There are many provisions in this draft legislation that mirror AAl ISA’s public policy and that we have 
urged Congress to adopt for years. We are pleased the committees recognize the value and importaoce of 
improving the payment system for nursing homes and address critical workforce issues, access for 
beneficiaries, quality improvement and traasparcncy. We also appreciate tltat this legislation is a dralt, and 
will take this opportunity to indicate those areas where wc have concerns and recommend alternatives. 

And of course, wc are more than willing to work with the committees to address any recommendations we 
make. 

Health Reform and Long Term Services and Supports 

We applaud the committees for addressing very key issues confronting our health care system - issues that 
aifect all of us. Assuring access to affordable and meaninghil health insurance, acknowledging a shared 
responsibility a.s individuals, employers and government to ensure coverage of essential health henefiLs. 


American Association of Homes and Services for the Aging 

2519 Connecticut Avenue. NW Washington, DC 20006-1520 I aahsa.org ( 202.783.2242 
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addressing cost, and investing in our health care workforce arc fundamental. These elements affect our 
members and (he people we serve as providers, as employers and as citizens. 

While the health reform discussions have focu.sed on the acute care system, we note that the principles that 
underlie this draft bill re.sonate in the long term services and supports field and mirror AAHSA's public 
policy and the policy adopted by well over 100 organizations representing aging services and other 
providers, consumer groups and persons with disabilities. 

The care and services our members provide are an integral part of the health care system. According to a 
recent poll conducted by the Mcllman Group. 85% of Americans believe that long-term services and 
supports should be included in national health reform and will be surprised if they are noL Instinctively. 
Americans recognize that there is a critical nexus between the services they need to maintain their health 
and tlie medical care itself. 

An estimated 1 0 million Americans currently need long-term services - personal care, assistive technology 
and other supportive services, and this number will grow. However, wc lack a coordinated, national 
public-private system for adequately, efficiently and humanely delivering high quality services. The 
elements for such a system mirror the elements in the committees draft legislation: 

COVBRAGli AND CHOICE: Only 6-7 million Americans have private health insurance coverage for 
long-term services and supports, and this coverage has been slow to grow for a nuir^r of reasons, 
including affordability, exclusion for health reasons, and the nature of the product. Medicare covers 
relatively Hide long-term services and supports. Medicaid has become the default public long-term 
services and supports program, despite longstanding efforts to revStrict eligibility. While Medicaid coverage 
has broadened in recent years, it still gives beneficiaries few choices of services, providers or .sraiings. 

AFFORD ABH-ITY ; Nursing home care averages S70,0(M) per year and can run over $ 1 00,000 a year in 
some areas. Home care costs average $15-20 per hour. These costs are iinaffordahlc for the majority of 
individuals and increasing reliance on Medicaid for coverage of long-term services and supports is 
unsustainable for federal and state governments. 

SHARED RESPONSIBI1.TTY: Low take-up rates for private long-term care insurance have resulted from 
underwriting practices that prevent up to 20% of applicants from qualifying for coverage and from (he 
relatively high premiums charged for this coverage. Individuals who finance long-term services and 
supports on (heir own can quickly spend down a lifetime of savings. Americans need an accessible and 
affordable structure to responsibly plan for the cost of their own long-term services and supports. 

PREVENTION AND WELLNESS: AAHSA strongly supports efforts to encourage healthier lifestyles to 
prevent diabetes, heart (fiseasc and other conditions that are expensive to treat. Research into more 
effective treatment and prevention of Alzheimer's disease and other forms of dementia could significantly 
reduce future spending on long-term services and supports. Nevertheless, the longevity (rend which is 
giving us increasing numbos of centenarians means that more and more AnKricans will need long-term 
services and suppi:)r(s in the coming years. 

Kccommendation: 

AAHSA urges tbe committees to include a national insurance program for long-term services and 
supports as part of the final health care reform Icgblation. Insurance is the correct approach, as 
(he need for services is a risk and not a certainty. The inability of the private market to adequately 
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serve this population, coupled with the increasingly uasustainahle burden on Medicaid, points 
directly to the need for a national insurance program. 

The CLASS Act (tl R 1721), introduced by Rep Frank Pallone, represents a model that we urge 
the Committees to adopt in final legislation. It has been included in the health care reform 
legislation proposed by the Senate Health. Labor. Education and Pensions Committee as Title 
XXII. The CLASS Act creates a voluntary insurance program specifically for services not 
covered by traditional health insurance and will provide an affordable product that covers basic 
needs, provides choices, and helps prevent impoverishment. Including the CLASS Act in health 
care reform legislation complements and completes the work of the Committees to address the 
health care needs of all Americans. 

The CLASS Act parallels the recommendations AAHS A’s own financing Cabinet made for the 
reform of the long term services and supports financing system. The cabinet made its 
recommendations based on a Two>ycar examination of all the issues involved in financing long- 
term services and supports. As with any form of insurance, the cabinet determined that the more 
universal the coverage, the more nfforclable it would be for all participants. 

Only a fundumcntal reform of the long-term services and supports system os proposed in the 
CLASS Act will achieve the Medicaid savings necessary to prevent Medicaid from imploding 
under the impending needs of the baby boom generation. 

AAHSA will now address specific provisions in the cumniittecs draft legislation that affect aging services 
providers. 

Skilled fttf Wtv Pavmenl System (Sec. 1111. 11011 

We ixnnmcnd the committees fiY incorporating into this legislation the recommendations from the 
Medicare Payment Advisory Commission (MedPAC) to restructure the payment system for skilled nursing 
facilities. Restruciuring the payment system is needed to more accurately account for caring for medically 
complex residents. Section 1 1 1 1 implements a position that AAHSA, as well as MedPAC, has advocated 
for many years. « 

Indeed, two years ago AAHSA submitted testimony to the Ways & Means Health Subcommittee urging 
the committee to revisit this deeply flawed payment system. The current system, which the Tri-Committee 
draft legislation corrects, is based on Resource Utilization Groups (RUGs) ihiit do not accurately determine 
acuity of need and do not responsibly calculate cost. This is particularly true for medically complex 
patients who generally require not only extensive nursing care but also significant amounts of medication, 
supplies, tests, respiratory care, and other so-called non-therapy ancillarics (NTA). Medicare reimburses 
skilled nursing facilities for many very expensive patients at considerably lower rates than Medicare pay.s 
for patients whose care costs much less. The Inspector General, M&iPAC and the GAO have all reported 
on these inacctiracies. 

In February 2009, MedPAC wrote to CMS urging that Ihe system be revised, stating: 

The shortcomings of the current SNF PPS are extensive and create inequities for beneficiaries and 
providers. The PP.S poorly targets payments for nonthcrapy ancillary services (NTA), such as 
intravenous medications and respiratory care, so that patients who ret)uire these services are harder 
to place than other patients and the SNFs that treat them arc financially disadvantaged. Tbe current 
design overpays for rehabilitation therapy services and relatively underpays for m^icaily complex 
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care. In addilion, (he lack of proportionality between payment!! and costs for therapy .services 
creates financial incentives to furnish care that may be of marginal benefit to the patient and 
results in facilities selecting cenain patients over others. Tltesc design flaws arc partly responsible 
for the widely viuylng financial performance between nonprofit and for-profit SNFs and between 
freestanding and hospital-based SNFs. The Commission believes these glaring problems create an 
urgent need for reform and warrant correclion. 

SecUtMi 1 1 1 1 directs the Secretary to revise the prospective payment system (PPS) by adding a separate 
NTA component; replacing the therapy component with one that establishes payments based on predicted 
patient needs; and adopting an outlier policy. These requirements mirror the recommendations made by 
MedPAC. 

Recommendation: 

AAHS A strongly recommend-s that the final health care reform legislation contain Section 1111. 
P'uting the RUGS payment system correcis an imbalance that resulted in overpayments for therapy 
services and underpayments for NTA services. This imbalance had a significant negative impact 
on not-for-profit SNFs. 

Skilled Nursing FariUtv Payment Update (Sec. 1101) 

The Tri-Connnillee bill freezes skilled nursing facility payments for FY 2010 for a nine-monlh period 
effective January 1, 2010. AAHSA was di.sappointed to sec this provision included in the legislation. 

CMS is already planning to reduce providers' payments by a net 1.2% through a regulatory change, and 
the failure to implement the update further reduces payinenis to providers by 3.3% or more. 

Wc urge the Committee to reject this proposal, which would penalize the very health care providers who 
are making the grcatcsl effort to ensure high quality care for frail older people. 

Seventy-six percent of nursing home residents are paid for by Medicaid or Medicare. Very few residents 
currently have private insurance to cover the cost of their care. The heavy reliance on these two programs 
makes their payment policies even more critical to nursing facility operations than they arc for health care 
providers that have more varied sources of paymeiiL 

The inequity of the ctiirem payment system, as described in the discussion of Section 1 1 1 1 , is particularly 
evident when determining whether the update is wartanicd. Not-for-profit SNFs have very low Medicare 
margins; for 2007, MedPAC found lhal although skilled nursing faciUties as a whole achieved 14.5% 
margins, not for-profu facilities had Medicate margins of 4.5%. The large margins used by MedPAC lo 
justify eliminating the update are simply non cxistcnl in the not-for-profit sector. The market basket update 
is csscniial to smoothing out this disparity and giving facilities caring for the most complex palients the 
necessary resources. 

Adequate Medicare reimbursement makes a major difference to nursing homes' ability to recruit and retain 
staff, the single greatest determinant of the quality of care facilities are able lo provide Denial of a 
payment update to facilities that already are struggling lo break even on the services they provide to 
Medicare beneficiaries would run directly counter to the many initiatives we are pursuing to raise nursing 
home quality. 

Because payment policies are so critically lied lo adequate staffing, we would add. on a positive note, that 
we are very supportive of Sec. 1414 (f) in the Tri-Committee bill, which mandates separate reporting of 
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nurse staffing on Medicare cost reports. This information wUi give Medicare. MedPAC, and Congress 
Kignificant informaiioa on how Medicare dollars arc spent. 

Rc^coIlllneodat^ons: 

AAHSA urges the Commillee not to eliminate the market basket update for FY 2010 as this 
unfairly penalizes those providers who care for the more medically complex and have higher 
staffing and therefore have very low margins. 

AAHSA strongly supports Sec. 1414(f). cost reporting for nur.se staTHog, as a critical element for 
d^ermining appropriate use of Medicare funds. 

Post acute care services payment reform (Sec. I1S1-US2) 

AAHSA supports directing Uie Secretary to develop an appropriate post>acute care payment system und 
appreciates the thoughtfulness in approach taken by the Committees. In addition, we suppert directing the 
Secretary to develop quality measures to determine the appropriateness of readmissions. We would add 
that any policy should be coordinated with quality measures for hospitals. 

Post-acute services must be better coordinated to prevent the rehospitalizatioas that arc costly to the 
Medicare program and arduous for beneficiaries. Better tmnsiUons among differeTU levels of services are 
one of AAHSA's big ideas for the future of aging services. The issues to be considered by the Secretary 
cover many of the concerns AAfISA has noted, including ensuring quality of care and bencriciary choice 
and addressing corporate and regulatory differences. We believe that in Edition to traditional bundling, 
the Secretary should examine the appropriateness of alternatives such as care transition, medical homes, 
and house call initiatives. 

AAHSA is concerned, however, with the imerim policy adopted in Sec. 1 ISl, which essentially creates a 
non-rebuttable presumption that all readmissions to hospitals within 30 days are the fault of the post-acute 
care provider. This policy would be much too broad; as an example, a patient who is admitted to a nursing 
home to recover from hip repiacemem would have to be rehospiialized if he suffered a heart attack ten 
days later. 1'he incentive for post-acute providers would then become denying admittance to patiertu who 
risk being rcltospitali/ed. 

We are also concerned that this approach will exacerbate the problem with placing medically complex 
patients identified in MedPAC's March 2009 report (p. 167). This policy punishes high quality providers 
who take very ill patients equally or greater than poor quality providers who have no incentive to accept 
medically complex patients. 

We strongly agree that reducing or eliminating avoidable re-hospitalizaiion is an important goal not just 
financially but also as a consumer issue and a quality issue. We recognize that post-acute care providers 
have an equal responsibility with hospitals to prevent rchospitali/ations whenever possible. However, we 
urge the Committees to eliminate this specific provision and instead make sure that the Secretary moves 
quickly to determine what is an “avoidable hospitali/.ation'’ and appropriate incentives and penalties, 

Recommendations: 

AAHSA supports the provisiorts in Sec. 1 152, but requests that the committees not adopt Sec. 

1 151. AAHSA would be happy to work with the committees as to develop alternative interim 
policies. 
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Reducing Health Disparities (Scetiogs 1221-1224) 

AAHSA supports the provisions in these Sections and is very pleased that the committees recogniie the 
importance of addressing cultural competence generally and language specifically. We encourage 
including aging services providers in these stupes: many of our members have multi lingual campu-ses, 
and of course that includes residents from many backgrounds as well as stalT. The Better Jobs Better Care 
research and demonstratioo program (www.bibc.orBl . funded by the Roben Wood Johnson Foundation 
and Atlantic Philanthropies, and the AAHSA Commission on Ethics in Aging Services have produced 
tool-klts and other resources to assist providers develop and maintain workplaces that respect diversity of 
staff and residents. 

hltp:// www.aahsa.org/upload edFiles /resourcc.s/Govemance/Legal and Ethic al Poli cics/Elhics Wh itenane 
r WEB.ndf 

Recommendation: 

AAHSA strongly supports these provisions and encourages inclusion of aging services providers 
in studies and demonstrations. 

Eittension of therapy cans eaceotioiis process (Section 1231 ) 

AAHSA has long advocated for a reasonable payment system for outpatient therapy services. We 
appreciate continuation of the exceptions process, but ultimately the question of how to pay for outpatient 
therapy needs to he addressed, cither by repealing the arbitrary cap structure entirely or by developing 
another system for payment. 

Medicare currently covers physical, occupational and speech therapy, but limils or "caps" the amounl of 
therapy an individual can receive in a given year 

Therapy needs have increased as Ibe population ages and people live longer. Limiting the therapy that one 
can receive in a particular year often hinders an individual’s ability to regain physical strength and daily 
living skills that are required to live independently. In addition, an individual may exhaust his or her 
permitted therapy early in the year and have a new need for therapy later in the year as a result of a hew 
medical setback (surgery, injury from a fall, heart attack, etc.) 

Caps on therapy coverage first were imposed by the Balanced Budget Act of 1 997, but soon ufterward 
Congress imposed a scries of moratoriums on the caps because of their potential impact on beneficiaries 
with serious injuries and health conditions. 

The last moratorium expired at the end of 2005. Instead of renewing it. Congre.ss created an exceptions 
process under the Deficit Reducliun Act. which is continued each year. 

Recommendations: 

Optimally, Congress should simply repeal the caps. Although repeal scores as an increase in 
federal spending, the caps have been in full effect for only a few weeks in the last twelve years. 
They have not effectively reduced federal spending. 

Alternatively, the provision in the TriOommittee bill should be adopted. We suggest that the 
.Secretary be directed to create a permanent process for determining appropriate payment for 
therapy treatment. The legislation should s'pecifically direct the Secretary to design and implement 
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a new system that (among other things) includes an outlier process and confonm lo the Data 
Quality Act. The Secretary should also be directed to convene a Technical Advisory group to 
assist in the design of this new sy.stcm, which would include relevant consumer and provider 
groups and scientists. 

Nursing Home Transparency fTitle IV. Sabdtlc Bl 

AAHSA supports these provi.sions, with thcexcq>tion of Section 1421. which we will address separately. 

This bill will increase iransparcncy and promote accountability by requiring all nursing homes to disclose 
their ownership. We share the Tri-Commiitees' view that the public must have complete information 
about die individuals and corporate entities who may effectively be held accountable for the cfuality of 
services provided in a nursing facility. 

Recognizing that consumers need adequate and moi'c easily accessible information, the bill also improves 
the infcH'mation available to consumers on Nursing Home Compare, and directs that improvements be 
made to make the site more user-friendly for the public. 

It is difficult for consumers to obtain adequate and useful iniormaiion on nursing homes so that they can 
make an informed decision for themselves or a loved one. The information that is available is not written 
for the lay person and docs not contain critical information to assess the quality of life and care provided 
by the home. lack of good information U particularly disturbing because consumers seldom have the 
lime or capacity to research homes. 

Therefore, by default, the priraury source of information for consumers is Nursing Home Compare, the 
website established and maintained by CMS. Nursing Home Compare contains the results of the latest 
surveys for each Medicare and Mcdicaid-ccriificd nursing home, quality measures based on the 
information collected for the Minimum Data Set (MDS) Repository, and some general mformaijon 
regarding each nursing home. Although an effort has been made to explain each reported measure and 
deficiency citation, the site never actually explains (he process and the meaning of the results, how surveys 
arc conducted, what they mean and don't mean. How should tiic consumer assess the meaning of a 
deficiency that ranks as a “2” and affects a “few” residents? Consumers cannot even determine If oiled 
denciencies relate to many incidents or one incident. Nor is there any lay explanation of the facts 
underlying the deficiency so that a coasumer can understand Uic meaning of the deficiency. What is (he 
actual impact on "quality”? How should the consumer use this data? Other issues that have been raised 
about (he information provided on Nursing Home Compare relate to the reliability of die daial, as well as 
understanding that compliance with regulations is not the same thing os quality. None of these questions is 
answered, even though understanding how to interpret survey data and integrate tills data into one's 
analysis of any particular nursing home seems like fairly ba.sic information. 

Furthermore. Nursing Home Compare measures and reports only compliance with minimum standards of 
care. It does not identify nursing homes that consistently achieve outstanding quality of services, and 
unfortunately, there really is no other data source for identifying which nursing homes have high quality. 
As a result, everyone from CMS to consumer groups to nursing homes ourselves urge prospective 
residents or iheii* decision makers to visit the nursing homes (hey are considering if at all possible. The 
time lo visit prospective homes and the Cools to analyze the information obtained from Nursing Home 
Compare and their visits arc critical to the ability of consumers to make thoughtful and intelligent 
decisions. 
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Other imporiani provisions incluilcd in this bill relate to workforce. As> noted earlier in our testimony, the 
bill corrects a long-standing omission on Medicare cost reports by requiring information on dollars spent 
for nursing • nursing ccM^ts are a critical element in assessing quality. Breaking out the>se costs separately 
on Medicare cost reports will enable policymakers, regulatory agencies and consumers to easily determine 
which facilities are using the resources provided by Medicare to maximize their quality of care. 

The bill also includes provisions adding dementia management and abuse prevention to direct care worker 
training programs. Finally, the bill addresses concerns about the scope and length of training for certified 
nursing assistants, and calls for a study on the content of training programs for staff and whether the 
minimum hours should be ittcrcascd. Wc strongly support a study of these issues. One of the key findings 
from the Better Jobs Better Care research and demonstration program was that there simply does not exist 
a definition of core competencies for staff in long-term care settings. As a result, existing program.^ may 
not be sufficicm and more importantly fail to provide optimal education, training and advancement. A 
study of education and training in this field is long overdue. 

Finally, AAHSA urges the Tri-Comraiiiees to remove the provisions in Sec. 1421 that increase civil 
money penalties. AAHSA believes that the provisions increasing penalties for deficiencies arc unnecessary 
and unduly punitive. Extensive remedies currently exist to address inadequate performance by nursing 
homes, through fines, denial of payment for new admissioas, exclusion from Medicare, and imposition of 
temporary management (in addition lo the national independent monitor program created in the bill). We 
believe biLsed on our work on the Advancing Excellence Campaign with CMS, AARP and other consumer 
groups, and the other provider organizations that education, training, support and positive reinforcenient of 
nursing homes that engage in continual quality improvement are the building blocks for improving quality 
in our nursing homes, protecting residents, and leading to the time when there will be only two types of 
nursing homes - the excellent and the non-cxisicnt. 

Recommendations: 

AAHSA supports the Nursing Home Transparency subtitle: it addresses critical areas that will 
strengthen transparency for consumers, improve quality, and improve Utc workforce. However, 
AAHSA urges the Tri-Committees lo remove the provisions in Sec. 1421 increasing penalties, 
and, rather, encourage CMS to utilize fully the remedies that already exist to address qualit.^ 
concerns. 


Conclusion 

We appreciate the committees’ efforts. Comprehensive health care reform i.s a truly monumental task. 
AAHSA is pleased to he a resource in this effort and we assure the committees that wc arc more than 
willing to be a resource on each of the recommendations we have made and on health reform generally. 


Thank you. 
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Mr. STARK. Thank you. Thank you very much. 

Dr. Warner will now click his heels three times and give us the 
Kansas solution to our problems. 

Welcome to the Committee, doctor. 

STATEMENT OF RICHARD B. WARNER, M.D., MEMBER, KANSAS 

MEDICAL SOCIETY HOUSE OF DELEGATES, AMA ALTERNATE 

DELEGATE, PAST PRESIDENT, KANSAS MEDICAL SOCIETY 

Dr. WARNER. Thank you, Mr. Stark, and Chairman Rangel, 
Ranking Member Camp and Members of the Committee. 

I am Richard B. Warner, M.D., from Overland Park, Kansas, and 
I appreciate the opportunity to talk with you about the reform of 
health insurance and its market. My perspective is that of a psy- 
chiatric physician in private practice. I am a recent past President 
of the Kansas Medical Society and a member of the Kansas delega- 
tion to the American Medical Association. 

I also serve on the Board of Directors of the Kansas Health In- 
surance Association, which administers the high-risk pool for the 
State of Kansas. In 2004 the Kansas Medical Society adopted a set 
of principles of health care reform to guide its staff and leadership 
in responding to proposals for health care reform, and these were 
updated in 2008. They form the underpinning of my remarks. 

The first point to understand about health insurance is that 
while it is a resource that helps people to be able to pay for medical 
care, it also aggravates the inflation of prices in the medical mar- 
ket. With third-party payers covering the largest part of medical 
expenses, people are insulated from the financial consequences of 
their health care purchasing decisions. The effect of that is pro- 
foundly inflationary, and we have a spiral in which a person needs 
health insurance to be able to afford care, but the insurance con- 
tributes to the higher and higher prices that we all see. 

We then see a variety of measures put in place to attempt to re- 
strain prices in spending. 

The first KMS principle calls for a pluralistic, competitive deliv- 
ery system, with choice of physician, facility and health plans; not 
only in private health plans, but to the extent practical, in publicly 
financed public health care programs as well. It suggests that the 
system should harness the power of choice, individual responsi- 
bility and market forces as a superior approach to a government- 
controlled system. 

Applied to the idea of a public option health insurance plan, it 
would raise a caution because of the risk that a government-de- 
signed, marketed, and funded health plan would eventually under- 
mine the markets both for health insurance and health services. 
The likely price controls of such a plan would eventually bring 
about a shortage of services, as is starting to be seen in Medicare. 
A likely cost shifting as is now seen with Medicare and Medicaid 
and SCHIP programs would distort pricing in the private market 
and result in the crowding out of private plans. 

The second of the KMS principles calls for public policies which 
encourage the development of affordable, portable health insurance 
products, including those which emphasize greater consumer finan- 
cial responsibility for their health care purchasing decisions, such 
as through the use of percentage-based co-insurance and health 
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savings accounts, combined with higher deductible insurance poli- 
cies. These approaches would have patients participating in both 
the first and the last dollars of their transactions, which would 
offer a natural restraint to both utilization and price inflation. 

While asserting that all Kansans should have health insurance, 
the KMS principles state that mandating universal coverage by law 
is neither desirable nor likely. That would apply to both individual 
and employer mandates. To Federally mandate that individuals 
purchase health insurance would likely make it easier for States or 
the Federal Government to also insist on various mandated bene- 
fits, which would drive up the price of the insurance. To mandate 
employer purchase would lock more people into plans with very 
small risk pools and it would defeat the goal of individually owned 
and portable insurance. 

Finally, I would like to say a few words about the importance of 
the patient-physician relationship, which is based on the Hippo- 
cratic ideal of placing the patient’s best interest ahead of one’s own 
interest or that of any group. That relationship forms the moral 
bedrock upon which medical care rests; and, it is what allows pa- 
tients to reveal whatever is necessary to properly diagnose and 
treat whatever may ail them. 

Financial and clinical systems should have as their mission to 
support what the patient and the physician undertake. Competitive 
markets in which no insurance plan, private or governmental, de- 
velops monopsony-like control will provide the best support. Allow- 
ing patients and physicians to privately contract for care also is a 
step toward them being able to shape care decisions in the best in- 
terest of the patient. 

Thank you for the opportunity and I look forward to discussing 
these ideas further. 

[The prepared statement of Dr. Warner follows:] 

Prepared Statement of Richard B. Warner, M.D., 

Member, Kansas Medical Society House of Delegates, 

AMA Alternate Delegate, Past President, Kansas Medical Society 

Chairman Rangel, Ranking Member Camp, and Members of the Committee, I am 
Richard B. Warner, M.D. from Overland Park, Kansas, and I appreciate the oppor- 
tunity to talk with you about the reform of health insurance and its market. My 
perspective is that of a psychiatric physician in private practice. I am a recent past 
President of the Kansas Medical Society and a member of the Kansas delegation to 
the American Medical Association. I also serve on the Board of Directors of the Kan- 
sas Health Insurance Association, which administers the high-risk pool for the State 
of Kansas. 

In 2004 the Kansas Medical Society (KMS) adopted a set of Principles of Health 
Care Reform to guide its staff and leadership in responding to proposals for health 
care reform, and these were updated in 2008. They form the underpinning of my 
remarks today. 

The first point to understand about health insurance is that while it is a resource 
that helps people to be able to pay for medical care, it also aggravates the inflation 
of prices in the medical market. With third-party payers covering the largest part 
of medical expenses, people are insulated from the financial consequences of their 
health care purchasing decisions. The effect of that is profoundly inflationary, and 
we have a spiral in which a person needs health insurance to be able to afford care, 
but the insurance contributes to the higher and higher prices that we all see. We 
then see a variety of measures put in place to attempt to restrain prices and spend- 
ing. 

The first of the KMS Principles calls for a pluralistic, competitive delivery system 
with choice of physician, facility, and health plans, not only in private health plans, 
but to the extent practical, in publicly financed health care programs as well. It sug- 
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gests that the system should harness the power of choice, individual responsibility, 
and market forces as a superior approach to a government-controlled system. Ap- 
plied to the idea of a “public option” health insurance plan, it would raise a caution 
because of the risk that a government-designed, marketed, and funded health plan 
would eventually undermine the markets both for health insurance and health serv- 
ices. The likely price controls of such a plan would eventually bring about a short- 
age of services, as is starting to be seen in Medicare. The likely cost-shifting, as is 
now seen with Medicare, Medicaid, and SCHIP programs, would distort pricing in 
the private market and result in the crowding out of private plans. 

The second of the KMS Principles calls for public policies that encourage the de- 
velopment of affordable, portable health insurance products, including those which 
emphasize greater consumer financial responsibility for their health care purchasing 
decisions, such as through the use of percentage-based co-insurance and Health Sav- 
ings Accounts combined with higher deductible insurance policies. These approaches 
would have patients participating in both the first and the last dollars of their 
transactions, which would offer a natural restraint to both utilization and price in- 
flation. 

While asserting that all Kansans should have health insurance, the KMS Prin- 
ciples state that mandating universal coverage by law is neither desirable nor likely. 
That would apply to both individual and employer mandates. To federally mandate 
that individuals purchase health insurance would likely make it easier for States 
or the Federal Government to also insist on various mandated benefits, which would 
drive up the price of the insurance. To mandate employer purchase would lock more 
people into plans with very small risk pools, and it would defeat the goal of individ- 
ually owned and portable insurance. 

Finally, I would like to say a few words about the importance of the patient-physi- 
cian relationship, which is based on the Hippocratic ideal of placing the patient’s 
best interest ahead of one’s own interest or that of any group. That relationship 
forms the moral bedrock upon which medical care rests, and it is what allows pa- 
tients to reveal whatever is necessary to properly diagnose and treat whatever may 
ail them. Financial and clinical systems should have as their mission to support 
what the patient and the physician undertake. Competitive markets in which no in- 
surance plan, private or governmental, develops monopsony-like control will provide 
the best support. Allowing patients and physicians to privately contract for care also 
is a step toward their being able to shape care decisions in tbe best interests of tbe 
patient. 

Tbank you for tbe opportunity of sharing these brief remarks. I look forward to 
discussing them further with you. 

Sincerely, 


Richard B. Warner, M.D. 


Mr. STARK. Mr. Chairman. 

Chairman RANGEL. I’ll be brief. I just want to thank this panel. 
I want you to know the diversity of the interest in this subject mat- 
ter and the fact that we are dealing with a discussion draft allows 
us to try to perfect some of the things we have. And as far as the 
Ryan Community Health Center and health centers around this 
country, whatever you do, I wish we could page it. 

But, one of the things is that we recognize that doctors and 
nurses have to spend so much for their education and sometimes 
they can’t do what their hearts and minds want done. They can’t 
afford to practice the medicine; and so we are providing that in a 
larger group to let doctors do what doctors want to do. And, cer- 
tainly we hope at the end of the day everybody can be on board. 

Chip Kahn, you may remember when we met a couple of years 
ago, we knew it wasn’t going to be easy. We knew it was going to 
be compromise and we still are working on that. And I heard your 
concerns about the public health options. This is what I don’t un- 
derstand. It appears to me that doctors have people coming in, dish 
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notwithstanding, that just can’t afford the services that you pro- 
vide. 

It seems to me, even though it may he risky to say that if you 
can’t get it, that’s in that inveterate no-insurance, you’ve got to get 
some money; that some way or other somebody’s got to pay for 
their care. It just doesn’t go away. And so however it is, it would 
seem to me if I was running hospitals, I would say, is it true that 
the Congress is going to give insurance to 50 million people? Is it 
true that half of that number that under insurance will get decent 
policies? 

Is it true that we can dedicate ourselves to health care and not 
check and see how much each and every patient has and how we 
have to spread this to people who are already paying high pre- 
miums? How does that opportunity to do what hospitals want to do 
without having been concerned with their budget? What has that 
got to do with the public health option people who would be unin- 
sured that may end up in your hospital and they come in with an 
insurance policy in their hip pocket and say doctor, whatever you 
have to do we’re prepared to pay? 

Mr. KAHN. Let me say two things about that, Mr. Chairman. 

On the one hand — and the bill does include insurance reform for 
the individual, individual market, and for those in some level of 
small group — ^you are going to create the health insurance ex- 
changes. And you are going to call for in the health insurance ex- 
changes a radical, which we support, change in the regulation of 
insurance. You are going to have guarantee issues. You are going 
to have guarantee renewability. You are going to have very limited 
preex. You are going to have whatever rate bands you have that 
are very narrow, and you are going to be watching those guys like 
a hawk. And it’s going to change how insurance is offered to indi- 
viduals, particularly. So we think that’s a good thing. 

Chairman RANGEL. Isn’t that good? Isn’t that terrific? 

Mr. KAHN. We think it’s a good thing, and what we want to do 
is see how that works. And from our standpoint, the public option 
we think on top of that would make it sort of too difficult. And let 
me make one other point which is we understand, and we can 
argue about what kind of crowd-out there’s going to be. But at least 
in the individual market there are 15 million people that have cov- 
erage today that are individuals; and a lot of those people are going 
to come into the exchange, because they are going to be able to do 
it. 

And, right now, they have coverage, probably have 2,500, 5,000 
deductible; pay a lot for that. They’re going to pay less in the ex- 
change, but also, quite frankly the policies they have now pay hos- 
pitals a heck of a lot more than the private insurers are going to 
pay hospitals inside the exchange before you even add Medicare. 
And with all due respect, in the bill, all the public option would pay 
hospitals is Medicare. And, frankly, with the expansion of Med- 
icaid, which we support but which would affect about 50 percent 
of the uninsured, you combine that with a public option that could 
be sizeable that adds more Medicare payment and does crowd-out 
some private business that we now get better payment for, it could 
cause us a problem. 
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So we would rather see the reforms take place in the insurance 
market; and, then, if it doesn’t work, if you need to have this public 
option, you can always do it. Congress can always come in and do 
it in the future, but we think from the get-go it’s something that 
ought to be avoided and that’s why I took the position I did. But 
we want to be supportive and helpful of you as you develop the leg- 
islation and figure out a way to make it work. 

Chairman RANGEL. Well, you came in on the ground floor. You 
gave your support and you gave your opposition; and that’s what 
we’re encouraging everyone to do. Give this historic opportunity a 
chance, and I just want to thank you, because you came in early 
on. You are pre-Obama. 

Mr. KAHN. Thank you, Mr. Chairman. 

Mr. CAMP. Well, thank you, Mr. Chairman. 

Mr. Kahn, obviously, if hospitals get Medicare-rate payments 
that’s going to be a problem. And the Lewin Group estimates that 
would be a $36 billion cut to hospitals. Is that in line with what 
you estimate? 

Mr. KAHN. I’ve seen the Lewin numbers and I know there’s a 
debate as to whether those, and I haven’t seen the CBO numbers. 

Mr. CAMP. Look. Look, let’s not talk about numbers. Do you 
think your member hospitals could continue to provide the best 
quality care to their patients if they got paid Medicare rates? 

Mr. KAHN. I believe that if we got paid Medicare rates only that 
would be a big problem for hospitals. I know we can get into a de- 
bate about MedPACs. 

Mr. CAMP. But they couldn’t provide the quality of care they are 
providing now. Is that your answer? 

Mr. KAHN. I think if it was only a Medicare payment, but the 
problem is in the model in the bill, there’s a big expansion of Med- 
icaid, which is useful for the indigents who’ll be covered, particu- 
larly the individual adults. But when they come to the hospital, we 
are going to get Medicaid rates. So we’re not even talking about 
necessarily the Medicare side. We are expanding the Medicaid load. 

Mr. CAMP. But both of them cause a problem in the ability to 
provide quality care. Let’s talk about care instead of numbers. 

Mr. KAHN. Yes, sir. And that’s why I said we prefer to have a 
system in which at least from the get-go there’s private insurance 
offered through the exchanges. That’s our preference. 

Mr. CAMP. And I thought I heard from your testimony that you 
feel the bill as drafted would undermine employer-provided insur- 
ance, because you mentioned about people moving into the public 
plan and the pressures that would put on providers. 

Mr. KAHN. Now, what I said in my testimony regarding employ- 
ers is. 

Mr. CAMP. It was in answer to a question. It wasn’t in your 
written testimony. 

Mr. KAHN. Yes, at the end, I guess 4 or 5 years from now when 
all the employers could potentially become eligible for the ex- 
change, we are concerned that the public option could grow. Obvi- 
ously, that would be up to the individuals that were sent into the 
exchange by the employers, but we are concerned about that. Yes, 
I think there could be on the price. 

Mr. CAMP. Okay. Thank you. 
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Dr. Warner, look. Medicare pays physicians less than commercial 
rates; Medicaid even less than that. You know, a government-run 
plan paying Medicare rates would draw people from a private plan 
into the government plan. And what impact would that have on 
doctors? We’ve heard about the impact on hospitals, hut what 
would that do on physicians and their ability to practice and give 
patients access? 

Dr. WARNER. I think it would have a deleterious effect, quite 
frankly. We know with Medicare today 97 percent of doctors “par- 
ticipate with Medicare,” but what that really means is that 97 per- 
cent of doctors have signed an agreement of participation. It 
doesn’t really tell you how many doctors are welcoming patients 
into their offices. And, I know, certainly anecdotally, I am hearing 
from patients the difficulty they are having getting appointments 
with doctors. Particularly if they haven’t been established with a 
doctor, to be a brand new patient, is getting harder and harder. 

If you spread that over a larger portion of the population, I don’t 
even think it’s a matter of whether you pay Medicare or Medicare 
plus 5 percent. The fact of the matter is you have a price-controlled 
arrangement, and price controls always, ultimately, lead to short- 
ages. It has taken a long time to come to that with Medicare, but 
it has finally arrived, and it would arrive I believe with another 
similarly constructed program. That’s why I suggest at the end of 
my comments the idea of allowing private contracting, which would 
allow a patient to use whatever benefit is available from the insur- 
ance. But also, contract with the physician for maybe nothing 
above that or something above it that is worked out by the patient 
and the physician and allows everybody much more freedom, and 
will probably result in many more doctors participating. 

Mr. CAMP. All right. Thank you. 

Mr. STARK. Thank you. 

Dr. Warner, as I read your testimony I would be better off, if I 
had a high deductible plan or a health savings account, I would 
perhaps be more careful how I spent my medical care dollars if I 
did that. Is that your position? 

Dr. WARNER. Yes, and I think you can generalize that from 
across the country. 

Mr. STARK. Let me ask you this, then. In the Overland Park 
area, what does an echocardiogram cost? 

Dr. WARNER. I couldn’t tell you. I’m a psychiatrist. 

Mr. STARK. All right. How about knee surgery? What’s the aver- 
age cost? 

Dr. WARNER. It’s expensive. 

Mr. STARK. You don’t know. Okay. How about just an E&M, 15- 
minute visit? Do you know what that costs in the Overland Park 
area? 

Dr. WARNER. I couldn’t tell you Congressman. I know my own 
fees. 

Mr. STARK. Doctor, you just made the case. You are the expert 
and you don’t know what this stuff costs. How in the hell would 
I know what it costs as a pedestrian if a physician practicing in the 
community has no concept of what these things cost? How do you 
expect the poor patient to be able to negotiate this without knowing 
the cost? It’s just ridiculous. 
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It’s a wonderful thing to suggest that I should be able to keep 
track of my own costs, b^ut if a doctor doesn’t know, how do you ex- 
pect a patient who can’t spell most of these things to know? It just 
doesn’t make any sense. What you want to do is just kick these 
guys out and not let them get the services they need. I think that 
is just the most ridiculous thing. The health savings accounts and 
the rest of these things are tax avoidance schemes that do nothing 
to deliver medical care. 

Chip. 

Dr. WARNER. Do I get to answer that, Mr. Stark? 

Mr. STARK. Well, you did answer it. You don’t know what these 
things cost. How do you expect me to know? 

Dr. WARNER. I did not get a chance to answer your comment. 

Mr. STARK. Go ahead. How do you expect me to know if you 
don’t know? 

Dr. WARNER. You will know, if you live in a world in which pa- 
tients actually are paying the price of medical. 

Mr. STARK. Yeah, if they could get the price. But when the doc- 
tor doesn’t know the price, how am I supposed to find it out, on 
the Internet? 

Dr. WARNER. Well, we have certain antitrust rules that prevent 
knowing other doctors’ charges for things. So, if I know it, I know 
it anecdotally. 

Mr. STARK. You made your own case. You don’t know the price 
of medical care and you expect your patients to know it. 

Dr. WARNER. I expect under a condition in which patients are 
actually participating in the price, they would know it. 

Mr. STARK. You don’t actively participate in what you charge 
your patients? Come on! 

Dr. WARNER. When patients call me, I tell them right up front. 
Do you want to know what you’re getting into? I tell them my fee 
and I tell them the arrangements. 

Mr. STARK. Doctor, you made your own case. 

Chip, just one issue. On the historical perspective, people have 
been suggesting that we have a BRAC-type Medicare Payment Ad- 
visory Commission that would basically set prices; and, we would 
just have to react yes or no, which would leave us pretty much out 
of the loop in establishing these things. Do you have a concern 
about that? 

Mr. KAHN. Well, I actually was working here on the staff when 
MedPAC was originally formed that’s been discussed as the kind 
of entity that would have this kind of power. And I think MedPAC 
does great work in analysis in providing you advice and guidance, 
but I would be really reticent to sort of hand over to them some- 
thing as important as setting payment rates. I’d say 60 or 70 per- 
cent of their ideas are great. But 30 or 40 percent of their ideas 
aren’t. And they really need to be adjudicated both either in the 
Department through a Secretary going through the regulatory proc- 
ess or, I think, the Congress ought to be on top of this. And I think 
Congress has done a good job. 

And, you know, I know a lot of people say well, gee. Congress can 
never act. But if you look over time, over the last 30 years of Medi- 
care, whether it’s DRGs, RBRVS, the Medicare Advantage pro- 
gram, there are plenty of times when Congress wanted to change 
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things that could come in and do it. So I feel that things ought to 
stick with the regular order in the old fashioned way, and you’re 
obviously going to make a lot of changes in this bill. Obviously, 
there will be new secretarial powers through this bill, but I would 
be very reticent to hand off to some kind of health board or super 
MedPAC your responsibilities, frankly. 

Mr. STARK. Thank you. 

Sam, Mr. Johnson, would you like to inquire? 

Mr. JOHNSON. Thank you, Mr. Stark. 

I’d like to tell you that the specialists know what the costs of 
medicine are, and docs are quite private about their cost estimates. 
And they can tell you in a New York minute what the cost is, if 
you go to the right guy. 

I think that was a bad line of questioning, frankly. 

You know, it’s unfortunate that the Democrat bill contains a pro- 
vision which would gut doc-owned hospitals, and prevent these fa- 
cilities from adding hospital beds or additional operating rooms, et 
cetera, and force hundreds of hospitals in this country that are cur- 
rently under construction to close their doors. 

Dr. Warner, as a physician, have you had any experience with 
physician-owned hospitals, and any thoughts about Federal regula- 
tion forcing them to shut their doors? 

Dr. WARNER. Well, I think it’s unfortunate if Federal regulation 
results in the shutting of the doors of such facilities. I think they’ve 
become an integral part of many communities. 

Because of the investment of physicians in the facilities, you 
have extra care, I think, in the development of the standards and 
the programs of the hospitals. I can tell you that in the State of 
Kansas and in Wichita, the Sedgwick County, and Topeka, Shaw- 
nee County and the Metropolitan Kansas City area, of Wyandotte 
and Johnson Counties, we have programs in which specialists and 
facilities offer charitable care on referral from safety net clinics, 
and those facilities are operating fully in those programs, in some 
cases more than others, more than the community. 

And so I think they’re certainly shouldering their burden of char- 
itable care as well as providing excellent care and competition. 

Mr. JOHNSON. Thank you. They are in Dallas for sure. 

You know, the White House has published a list of options that 
include more than $100 billion in cuts from hospitals, pushing phy- 
sicians out of the program. I think the Chairman said that he an- 
ticipates $500 billion to come from providers. 

So I’m guessing that the rest will come from new taxes of sorts. 
Soda maybe; cigarettes, you know, are taxed 61 cents to pay for 
children’s health care. 

And we need about 22 million new people to start smoking to pay 
for that expanded program. Makes me wonder how many Cokes 
Americans would have to start drinking to pay for trillions of dol- 
lars in health reform. 

Dr. Warner, if Americans are drinking more soda and smoking 
more cigarettes, what’s that going to do to the cost of health care 
in this country? 

Dr. WARNER. Well, I mean, you’re describing a spiral. But let 
me also say it’s a reservation I’ve had. Whether we’ve talked about 
it in the State of Kansas or we talk about it at a Eederal level of 
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using particularly cigarette taxes to support insurance payments, 
because we’re looking to reduce the number of smoking at the same 
time that we’re trying to draw revenue from that. 

And what you do is you set up a situation in which you can’t pos- 
sibly raise the revenues that you intend to use to pay for your pro- 
gram; and therefore you have to start looking for other ways to 
raise that. And some of those, I think, will probably not be too 
pleasant. 

Mr. JOHNSON. Thank you. Mr. Kahn, I think you would agree. 
I’m out of time, so I can’t let you respond. 

Thank you, Mr. Chairman. 

Mr. STARK. Thank you. 

I’m sorry, Mr. Levin, would you like to inquire? 

Mr. LEVIN. Thank you. 

I was going to ask Dr. Warner a question. So let me start with 
you. Chip, welcome. It’s nice to see you again. 

So you basically represent hospitals, right? 

Mr. KAHN. Yes, sir. 

Mr. LEVIN. You know, and I think the spirit with which you 
come is important and is constructive. And I think our questions 
relate to how you implement that spirit. 

And by the way. I’m sorry Dr. Warner had to leave. 

I just want to say that, maybe for the record — I’m sorry he had 
to leave — with third parties covering the largest part of medical ex- 
penses, people are insulated from the financial consequences of 
their health care purchasing decisions. And then it goes on to say 
it’s profoundly inflationary. 

I just urge everybody to talk to a family that has had illness in 
the family, of any extensive nature, and ask them what it means 
to say that the prices paid should be a matter of discussion and 
bargaining between the patient and the provider. 

I think for a rather minor procedure, maybe that works. But for 
a chronic illness — even I mean, say knee surgery, we’re going to 
have patients negotiating with providers about the cost of the knee 
surgery? It’s hard enough to explain to patients what knee surgery 
is all about. 

And I’ve met a number of people who have had knee surgery and 
they have trouble explaining the wonders that the physician per- 
formed. 

So I find that so unrealistic, and Mr. Stark tried to get at that, 
and I just think it’s worth repeating. 

All right. So you represent hospitals. And you say in terms of the 
public, in terms of an option, “it does not disagree that an alter- 
native could be beneficial,” but then you kind of shy away from a 
public option, and you want some kind of a co-op, which I don’t 
think most of us quite understand. 

And then you talk about the price setting. Eor the hospitals you 
represent, who sets the payment that’s received? 

Mr. KAHN. Well, in terms of Medicare, it’s set by regulation. 
Medicaid is a State-by-State basis, but it’s basically set 

Mr. LEVIN. So the government 

Mr. KAHN. And then the private sector payment is negotiated 
in almost all cases. 
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Mr. LEVIN. And so for Medicare and Medicaid, we know it’s gov- 
ernment. 

Mr. KAHN. Mm-hmm. 

Mr. LEVIN. And my time’s up. Except to ask you, tell us some 
day when you come to our offices about the negotiations that go on 
between hospitals and insurance carriers and how much true col- 
lective bargaining there is between the hospital and the instructed 
carrier as to the fee you receive. 

Mr. KAHN. I actually can say that, I mean, most of my compa- 
nies probably have, you know, 1,300 or 1,500 contracts per hos- 
pital. And I can say that there’s a lot of give and take between the 
Blue Cross plans, between the large carriers, and the PPOs and the 
hospitals. I think if 

Mr. LEVIN. That’s 

Mr. KAHN. If Bev Wallace was here, who works for one of the 
companies, she could, you know, make your hair stand on end in 
terms of the contentiousness of those deliberations. 

Mr. LEVIN. Okay. We’ll talk about that soon, but my time is up. 

Mr. KAHN. Okay. 

Mr. STARK. Mr. McDermott, would you like to inquire? 

Mr. MCDERMOTT. Thank you, Mr. Chairman. 

Dr. Epperly, welcome. University of Washington is well rep- 
resented here today. 

Dr. EPPERLY. Thank you. 

Mr. MCDERMOTT. You are a perfect example for us to get a re- 
sponse to a question I’ve had. Washington, Alaska, Montana, 
Idaho, and Wyoming are all covered by the University of Wash- 
ington Medical School. They put students all over 27 percent of the 
United States land mass. 

Those young people go out there and are trained in rural areas; 
but at the end of their training, not very many of them go back out 
to those places in Idaho and Montana and Wyoming. And I think 
it’s largely because of debt. 

So I made a recommendation that we would have a tuition-free 
at State medical schools in exchange for 4 years of service in pri- 
mary care. 

Now you’ve also had to do with the Uniformed Services, so you 
know you go to medical school, you have a requirement when you 
come out. What percentage of the University of Washington stu- 
dents would sign up for that kind of a tuition-free education and 
guarantee that they would serve 4 years in a designated area 
where they were underserved? 

Dr. EPPERLY. Excellent question, Mr. McDermott. 

I would say to you that hard to know for sure, but more than 
are now. Maybe 20-25 percent. You’re exactly right. I chose the 
United States Army to pay for my medical school. Once I got ac- 
cepted to the University of Washington, I served for 4 years, then 
it became a 21-year career for me. 

I would have happily served back in my home State of Idaho if 
that had been offered to me as a scholarship. 

So I very much support your thought in terms of if we can look 
at scholarships or loan repayment to try to create a workforce of 
primary care physicians, I think there’s a lot of merit in that, and 
I think you’d have a lot of takers in that. 
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A lot of these kids from those areas are looking for something to 
help them, so that they don’t end up choosing a sub-specialty as a 
default to their financial loans. 

Mr. MCDERMOTT. Let me give you another element to that. 
One of the programs we have is the Health Service Corps. People 
go through medical school, accumulate $200,000 worth of debt, and 
say “Oh, my God, what can I do about it?” And they jump into the 
Health Service Corps. 

I contend that you would be better off to get them up front, 
agreeing that that’s what they were going to do, so that they would 
train to be a general practitioner, or whatever you want to call it, 
primary care servicer, and that it would also change the teaching 
in the medical school. 

Dr. EPPERLY. Mm-hmm. 

Mr. MCDERMOTT. That it would be directed at making them 
prepare to go out. 

You’ve been involved in training programs and everything else, 
and I went to medical school like you did, where you were trained 
by specialists, who trained you in their little area. And I never saw 
any of that stuff when I got out. 

So I’m looking at the ability — of better to have them up front 
make the commitment than at the end, when they’re suddenly fac- 
ing a huge debt. 

Dr. EPPERLY. Excellent question. Totally agree with you. Schol- 
arships on the front end will align the workforce better than a loan 
repayment on the back end. 

If you can have people desire primary care on the front end and 
make that decision, it will hold them in place to do that. 

On the back end, with loan repayment, they can drift off into all 
sorts of areas. You may not capture the workforce you’re trying to 
create. 

Mr. MCDERMOTT. What number of people stay in primary care, 
once they’re trained? 

Dr. EPPERLY. Once they’re trained, meaning after residency? Or 
after medical school? 

Mr. MCDERMOTT. Yes. After their residency, they go out into 
primary care. How many of them stay? 

Dr. EPPERLY. In Family Medicine, almost all of them, 98-99 
percent. And in Internal Medicine, however, 98 percent will sub- 
specialize. And in Pediatrics, 85 percent will sub-specialize into 
sub-specialty areas. 

That’s why we’re facing such a crisis with primary care. We’re 
not getting them to stay in General Medicine or General Pediatrics. 
Family Medicine, family physicians are staying in that area. 

Mr. MCDERMOTT. And if we did those same scholarships for 
nurses and PA’s? 

Dr. EPPERLY. I think it’s a great idea. 

Mr. MCDERMOTT. Thank you. 

Mr. STARK. Thank you. 

Mr. Thompson, would you like to inquire? 

Mr. THOMPSON. Yes, I would. Thank you, Mr. Chairman. 

I want to just follow up on what Dr. McDermott had to say. It’s 
tough in rural areas to recruit and retain providers. And I rep- 
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resent one of those areas. And in addition to recruiting and retain- 
ing them, we have an aging problem. 

So 48 percent of the docs in my district are over 50 years old, 
30 percent are over 60 years old. So it’s a problem that’s not get- 
ting better. And we need to be able to figure out how to solve that, 
or all of our efforts on health care reform are going to be for 
nought. 

Dr. Baxter, you’re from New York, and I don’t know if you were 
here earlier, but my questions to all the panels have dealt with it 
in part: Telehealth. And telemedicine is something that’s generally 
talked about in regard to rural health care. 

But there’s a lot of underserved areas in urban parts of the coun- 
try, as well. And in your area, in your home State, would an expan- 
sion of telemedicine be helpful and help provide better care and 
bring the cost down? 

Dr. BAXTER. Absolutely, Congressman. And in fact, the Ryan 
Center has a form of telemedicine, in terms of having x-rays done 
onsite at Ryan, such as ultrasounds, chest x-rays being read imme- 
diately, with our referral hospital, St. Luke’s Roosevelt Hospital. 

And well, of course, as you know. New York’s a big State, and 
there are medically underserved areas, not only within New York 
City itself, but elsewhere. 

So I think that this is definitely an area that needs development, 
and as much as it’s practical in a large urban setting, we’re also 
trying to do that. 

In fact, we also for emergency preparedness have a relationship 
with specialty hospitals, say involving burns, so that if there were, 
God forbid, a major accident 

Mr. THOMPSON. Excellent point. They use it in my area for 
treatment of prisoners too, so you don’t have to spend a lot of 
money with guards bringing prisoners 

Dr. BAXTER. Exactly 

Mr. THOMPSON. So a lot of different applications 

Dr. BAXTER. So for all sorts of applications, yes. 

Mr. THOMPSON. Thank you. 

Dr. Epperly, you’re from Idaho, and certainly a State that falls 
into the rural category; but a big percentage of your health care is 
performed in metropolitan areas, so, sir, you would agree is under- 
served? 

Dr. EPPERLY. Yes. 

Mr. THOMPSON. Thank you. 

Dr. EPPERLY. And in fact we’ve used tele 

Mr. THOMPSON. Just a yes was good. I’ve got just a little bit 
of time. 

Dr. EPPERLY. Yes. 

Mr. THOMPSON. I apologize. 

Ms. Policastro, I want you to mention, I want to hear from you 
on the idea of dealing with the scope of practice laws. Because I 
don’t think we cracked this nut of fixing the primary care prob- 
lems, unless we change how we deliver health care. And if we can’t 
somehow figure out how to make sure advanced-degree nurses and 
physicians’ assistants factor into this somehow — and you ref- 
erenced it in your opening testimony — we’re never going to get 
there. 
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And any comment that you have I would appreciate. 

Ms. POLICASTRO. All right. I agree with you. You know, our 
scope of practice is defined within our own State’s nurse practice 
act. So every State has a different nurse practice act, which is reg- 
ulated by the board of nursing. For nurse midwives, many nurse 
midwives in some States fall under the board of medicine. 

So there’s inconsistencies within the definitions and regulations 
of scope and practice per State. So we really need to put all those 
scopes back into alignment. 

Scope of practice generally means that I do not practice as a 
nurse practitioner beyond what I’m qualified to do. And that’s 
when I would collaborate with other health care professionals to as- 
sist my patient in treating and assessing their problem. 

Mr. THOMPSON. Thank you very much. 

Thank you, Mr. Chairman, for your indulgence. 

Mr. STARK. Mr. Pascrell, would you like to inquire? 

Mr. PASCRELL. Thank you, Mr. Chairman. 

It’s been a long day, Mr. Chairman, for all of us, and you would 
think our health system was in good shape, listening to the oppo- 
nents of a public health plan. But when you look through all the 
data and statistics. I’m sure most of our panelists are a great 
panel — the person read that famous New Yorker article, chapter 
and verse, specifically the system that costs more, that doesn’t nec- 
essarily translate into better care. 

We ought to take — that should be like 101. And that is what has 
led to the work at Mayo Clinic and Cleveland clinics and other 
places throughout the United States. Thinking outside of the box 
I think is very, very, very important. 

I think the system is upside down. What’s up should be down 
and what’s down should be up. And what we want to do is raise 
quality and reduce cost. 

Mr. Kahn, I think there’s some merit in what you suggest, that 
perhaps we’re moving too quickly in trying to do all of this to- 
gether, rather than maybe concentrating on the savings, the 
changes in procedure that were recommending efficiency in the sys- 
tem of delivery; and then making judgments about what we need 
to pay for and how we’re going to pay for it later on, with this expe- 
rience. 

And the draft — the legislation doesn’t go into effect, as you know, 
until 2013. 

So I might agree to some degree on those things; but I definitely 
disagree with you on some of the points. I just had a point and a 
question to ask you, if you will. 

You say it is non-negotiable, as you know, that the effort must 
be fully paid for, whatever we do here. We made that commitment, 
the President’s made that commitment. I would hope all of us 
would be on the same page about fully funding for what we do, un- 
like what happened for the last 8 years, when we paid for nothing. 
Really. 

Mr. KAHN. Mm-hmm. 

Mr. PASCRELL. So we cannot make claims of addressing the im- 
pact that health care has on our economy by passing legislation 
that is fiscally irresponsible. I think we are committed to that, all 
of us. 
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Some on the panels have pointed out that any pricetag should be 
considered in the context of the whole economy in overall health 
care spending, since they’re so integrally connected. I think the 
President has done a fantastic job in relating the cost of health 
care to the overall economy. Pretty soon, one-fifth of every dollar 
will be health care. 

I agree with that approach. But unfortunately that means that 
we have to make some very tough decisions to pay for this package, 
whatever it winds up to be. And some folks are going to feel some 
initial pain. 

Several of the panel members have throughout the day under- 
standably voiced concern about payment policies that affect their 
respective industry. And I can understand that. I can appreciate 
that. 

But in the absence of the savings options that you have ex- 
pressed some concern about — I’m almost finished with the ques- 
tion — I invite you to present to the Committee what specific alter- 
native Medicare savings options that the CBO will score as sav- 
ings. What are your alternatives to present to us that the CBO 
would score as a savings that we could put into that column? 

Mr. Kahn. 

Mr. KAHN. Let me say first that the hospital community — not 
just the ones I represent — understand that there has to be a great 
deal of delivery reform, and we’re very supportive of that. The de- 
livery reforms in the short run are not going to pay for this bill, 
and we understand the bill has to be paid for. 

And we understand that the Medicare payment is one potential 
area for coming up with some funding for this bill, frankly. And 
with all due respect, I understand that, we’re ready to work with 
the Committee, and obviously we need a fair situation. 

But I’ll just be blunt with you. I can’t sit here and negotiate with 
myself. I think it’s really up to the Committee, as you did in the 
draft, to offer some Medicare policy and then hopefully offer us an 
opportunity to work with you. 

And what I said in my testimony was, what we asked for, one, 
is sort of fairness in terms of how these requests are made; and 
two, that you at least consider that if there are reductions made 
in payment, that those be calibrated over time with the increases 
in coverage, because hopefully as more and more Americans are 
covered, hopefully most of them won’t go to the hospital, but some 
will, and we’re ready to provide services for them. And that will in- 
crease revenues to hospitals. 

Mr. PASCRELL. With all due respect 

Mr. KAHN. So I’m looking for a balancing in terms of that 

Mr. PASCRELL. I understand that. And what you say makes 
sense. But the Chairman has gone out of his way since we started 
this process many weeks ago to make sure nothing is off the table 
when we get to that part of the legislation. We are not — as far as 
I know, nothing’s been taken off the table. 

So I don’t think we should exclude anything or be afraid to in- 
clude anything at this particular time. And I think he’s made it 
very, very clear. I support that situation, and it’s not written in 
stone. 

Mr. STARK. Thank you. 
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Mr. PASCRELL. Thank you, Mr. Chairman. 

Mr. STARK. You hot. 

Mr. Blumenauer, would you like to inquire? 

Mr. BLUMENAUER. Thank you, Mr. Chairman. 

Ms. Policastro, I appreciate your support and focus, your testi- 
mony and the need for a public option. But I wondered if you would 
he willing from the perspective of your experience or that of your 
organization, to elaborate on the potential problems of some of the 
compromises that are being floated about co-ops or public options 
that might be sort of a locally based public insurance plan, as op- 
posed to a national uniform option, as envisioned in this legisla- 
tion? 

Ms. POLICASTRO. Yes. The American Nurses Association is not 
in favor of co-ops. We are in favor of — for a better phrase — pure 
public option to deliver health care. 

We believe that co-ops equal volume versus quality. We have 
seen historically that some co-ops, because of the way they’re gov- 
erned, are governed by the community in which they serve and the 
patients which they serve, but there have been barriers in the gov- 
ernance issues between the physicians who deliver the services and 
the patients who are members of those co-ops. 

So historically, I can tell you in Rhode Island, for example, many 
years ago, there was a group called the Rhode Island Health Asso- 
ciation that is no longer in the State because it just didn’t work. 

And the American Nurses Association believes purely in the pub- 
lic option. We believe wholeheartedly, we believe that the public 
plan will bring needed competition to the market, and that com- 
parative effective research helps doctors and nurses make decisions 
about treatment in medical homes who encourage primary care. 

So we stand tall that we’re against the co-op model. 

Mr. BLUMENAUER. Thank you. I missed the exchange. I had 
a previous speaking engagement. But I would like to, Mr. Chair- 
man, enter into the record an article about Oregon’s experience 
with it’s last physician-owned hospital calling 911 for assistance be- 
fore it closed, if you wouldn’t mind. 

Mr. STARK. Without objection. 

Mr. BLUMENAUER. Thank you. 

I would conclude on one last point. One of the areas that we’ve 
been working on, that there is bipartisan support, deals with end- 
of-life treatment. 

It’s appalling that Medicare will pay for all sorts of procedures, 
test tubes, and needles; but we haven’t figured out a way to reim- 
burse a physician to sit down with a patient and the family at the 
most difficult time. 

A physician, it could be a nurse practitioner. But somebody in 
the medical arena to help people understand their choices, what 
they’re facing, give them a sense of working through what the path 
is. We’ve got language, and I appreciate the Chairman and the 
staff working with us to incorporate some of what we’ve got in leg- 
islation. 

But I wondered if any of you have some thoughts about that ad- 
visability and the long-term consequences of meeting the needs of 
families in this condition? 

Dr. EPPERLY. Yes, sir. I would speak to that. 
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It’s such a valuable and important time in a person’s life. As a 
family doctor, I deliver babies, I take care of people at the end of 
life. And both of those are incredibly important moments. And I 
would say to you the value of primary care in the patient-centered 
medical home is having that relationship with that individual and 
his or her family, so that you can make appropriate choices that 
meet the family’s and the patient’s need where they’re at. 

There can be a lot of dignity and quality in those moments. 
There can be a ton of costs savings in those moments. I think that’s 
all about the relationship with the patient, through that patient- 
centered medical home, to make those kind of decisions. That’s 
what a return to primary care can do to the health care system. 
That’s why it’s important and it’s foundational. 

Mr. BLUMENAUER. Thank you. 

Mr. STARK. Thank you. 

Mr. BLUMENAUER. I would just — may I ask one question that 
they submit later? 

Mr. STARK. Sure. 

Mr. BLUMENAUER. I won’t ask for an answer, Mr. Chairman, 
now, but we have been working on legislation for a transitional 
benefit. There’s a lot of talk about readmissions and there may be 
penalties here or something there. 

We think one of the ways to do that would be to provide a transi- 
tional benefit to be able to work with the patient. We would ask 
you to look at — there’s a little bit in the language of the bill I think 
that needs to be strengthened. And any of you that have some re- 
flections on that would be deeply appreciated in the days ahead, so 
that we’re doing the right thing there. 

Thank you very much for your patience. 

Mr. STARK. Mr. Meek, would you like to inquire? 

Mr. MEEK. Yes, sir. Thank you, Mr. Chairman. 

Mr. STARK. Thank you. 

Mr. MEEK. I’d like to thank the panel for your testimony today. 
And you know, being from a State like Florida, we have just under 
19 million people, some 4 million of those individuals are unin- 
sured. 

We also have a population, 18 percent of Medicare beneficiaries 
that are duly ineligible, that would usually be ineligible for Med- 
icaid or Medicare. 

And we know that there will be some folks falling through the 
cracks, even with the proposal that we have on the table now. I 
know that a lot of folks have been — and I’ve been listening to your 
testimony and also I’ve read some of your testimony — ^very con- 
cerned about what we’re doing in light of reform. 

In a State like Florida that — talking about the 4 million citizens 
that are uninsured, and that’s 9 percent of the Nation’s uninsured 
population — I want to try to address especially States like mine 
that have a number of undocumented individuals that are there, 
that are running up costs as relates to our emergency rooms and 
other critical care facilities, not only around in our State, but 
throughout the country. How do you think we can best address 
these issues of the uninsured and the ineligible? How do we bring 
them under this tent that we’re trying to put them under? 

Mr. KAHN. Mr. Meek, I’d like to say two things. 
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One, I think that the tri-committee draft does preserve the dis- 
proportionate share payments under Medicare and Medicaid with 
a study to see what the interaction will be between that and re- 
form. And clearly the undocumented aliens are going to fall 
through the cracks here. I assume they’re not going to be involved 
in whatever reform is done. 

So that’s particularly important for hospitals, because generally 
they end up at the hospital if they need health care, and most of 
that payment goes to hospitals. So that’s critically important. 

Second, I think matched with the individual responsibility man- 
date that you have in the bill, and the subsidies and the expan- 
sions in Medicaid, it is really critical for hospitals that there be 
automatic enrollment, that when someone comes into the emer- 
gency room or enters into the hospital, and in the new world, once 
the reform goes into effect, and is not covered, that we have the 
ability to very seamlessly sign them up and get them covered there, 
so that one, if they have to pay something, they may have to meet 
their responsibilities for the coverage; but at least then they’ve got 
the coverage and they can carry that coverage forward, and we can 
provide the services in a way that always goes better when people 
have coverage. 

Mr. MEEK. Would it be fair to say even when you — and just real 
quickly to your question, and I appreciate it — would it be fair to 
say in some of these areas where we have the small and large 
counties, especially agricultural counties — in the State of Florida 
we have a tourism industry — we will have some individuals that 
will walk into the emergency room for care, that are going to be 
in the middle of — maybe be the wrench within the machinery 

Mr. KAHN. Right 

Mr. MEEK. To allow us to have this smooth transition that we 
would like to deal with. I didn’t know if there were any add-ons 
or concerns. I know we want to study it. But I think there’s a lot 
of documentation out there as it relates to that population, cost 
that hospitals cannot do anything there 

Mr. KAHN. I 

Mr. MEEK. Yes, sir 

Mr. KAHN. I think if you reduce the uncompensated care, which 
you will through all the new people that are covered 

Mr. MEEK. Mm-hmm 

Mr. KAHN. And you maintain the level of the disproportionate 
share payments, or maintain them at a high level, I think you’ll 
solve that problem. I think then there will be a buffer for the hos- 
pitals, for these people that fall through the cracks, and at the 
same time, there will be many more people in the hospital now who 
are insured, either through Medicaid because of new eligibility 
rules, or hopefully most of them through coverage through the bill. 

Mr. MEEK. I’m sorry, can Dr. Baxter, just very quickly, Mr. 
Chairman? 

Mr. STARK. Go ahead. 

Mr. MEEK. I’m sorry 

Mr. STARK. Dr. Baxter. 

Dr. BAXTER. Yes. I think the goal, of course, is to keep undocu- 
mented immigrants from having to come to the hospital for very 
expensive care that could have been prevented if primary preven- 
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tive care had been provided. And that’s one area where community 
health centers, I think excel. 

We, of course, do not at the Ryan Center ask for any proof of citi- 
zenship. But it would be disingenuous of me to say that I really 
don’t know whether or not we have undocumented immigrants. 

And I think part of the goal is to have a friendly, welcoming, safe 
place that mothers can bring their children in for vaccinations, peo- 
ple can come in for treatment of their diabetes. 

And so again, I think of course the role of my colleagues in the 
hospital system is important. But I’m sure that the Committee 
agrees that let’s try to head them off at the pass, so to speak, be- 
fore they really require hospital care. 

Mr. MEEK. Okay. Thank you. I’m over my time. I’m sorry. 
Thank you, Mr. Chairman. 

Mr. STARK. Thank you. And I would like to again thank the 
panel for their patience, their indulgence, and their guidance. We’ll 
be talking to you. I’m sure, as we proceed the next week or two. 

And the Committee is adjourned. 

[Whereupon at 7:08 p.m. the hearing was adjourned.] 

[Submissions for the Record follow:] 

Statement of Nancy G. Brinker 

Testimony Highlights 

• The Susan G. Komen for the Cure Advocacy Alliance appreciates the Commit- 
tee’s focus on prevention, early detection and chronic disease management, as 
well as the goal of access to affordable, high-quality health coverage for all, in- 
cluding those with preexisting conditions. 

• There are two key access issues we recommend adding to the draft legislation: 
extending access to patient navigation services to help guide patients through 
the complex health care system, and ensuring access to clinical trials. 

• As the House of Representatives finalizes legislation to reform the Nation’s 
health care system, Members are asked to consider the unique needs of persons 
who are fighting or who have faced a disease like cancer, because they encoun- 
ter the most challenging obstacles in the current U.S. health care system. 

Introduction 

Mr. Chairman, Ranking Member and Members of the Committee, the Susan G. 
Komen for the Cure® Advocacy Alliance appreciates your attention to prevention, 
early detection and chronic disease management in the health care reform draft pro- 
posal released earlier this month. We support your goal of ensuring access to afford- 
able, high-quality health care for all Americans, including people who are currently 
deemed uninsurable because they have a preexisting condition like cancer. 

Komen Advocacy Alliance’s Principles for Health Reform 

The Komen Advocacy Alliance is the nonpartisan voice for more than 2.5 million 
breast cancer survivors and the people who love them. Our mission is to translate 
the Komen promise to end breast cancer forever into action at all levels of govern- 
ment to discover and deliver the cures. Cancer patients and survivors have some 
of the most challenging experiences with the health care system at a time in their 
lives when they are most vulnerable. Thus, the Susan G. Komen for the Cure® Ad- 
vocacy Alliance believes that health reform must: 

• Increase investment in Federal and State programs for underserved patients. 

• Protect cancer patients from excessive out-of-pocket costs. 

• Ensure access to affordable, high-quality insurance for all, including those with 
preexisting conditions. 

• Enhance quality and value by focusing on prevention, wellness, and chronic dis- 
ease management. 

• Address the shortage of cancer care specialists. 
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Additional Issues to be Considered 

The health care reform draft proposal addresses many of these priorities. How- 
ever, there are two additional issues that should be included in the bill: Extending 
access to patient navigation services to help guide patients through the complex 
health care system, and ensuring access to clinical trials. 

Patient Navigation Services: We recommend that the Committee reauthorize and 
fully fund the Patient Navigator Outreach and Chronic Disease Prevention Act of 
2005 (P.L. 109-18) for 5 years, FY2011 through FY2015. Current authorization ex- 
pires at the end of FY2010. Komen recommends enhancement of the original Act 
by adding minimum core proficiency standards for patient navigators. 

• Navigating the complex health care system can be an insurmountable task for 
patients facing a complicated or chronic disease, especially if they are under- 
served, have a lower level of medical literacy, or do not speak or read English 
well. Patient navigators are trained to serve as personal guides and help people 
overcome obstacles to receiving timely cancer treatment and care. This includes 
obtaining financial resources, tracking appointments and coordinating transpor- 
tation. 

• Patient navigation is a proven concept that is cost-effective, promotes preven- 
tion, saves lives, and addresses health disparities. 

• Minimum core proficiency standards are vital because effective patient naviga- 
tors should be culturally competent, good communicators, compassionate, and 
experts at navigating the health care system. 

• The program should be fully funded; between FY2006 and the current FY2009, 
the Patient Navigator Act received only about $2.4 million (in FY2008) of the 
$25 million that was originally authorized. 

• There is significant support for the Patient Navigator program in the cancer 
community, and it is widely applicable to other chronic diseases. 

Access to Clinical Trials: Part of ensuring access to cancer care includes access 
to clinical trials. Barriers to clinical trials must be removed for all patients — includ- 
ing cancer patients — without regard to the type of health insurance plan or health 
status. This can be accomplished by (1) a codification in law of Medicare’s current 
reimbursement policy for routine expenses for patients in approved clinical trials, 
and (2) making needed changes to ERISA, the Public Health Service Act and the 
Internal Revenue Code to accomplish the same policy for private insurance plans. 

• Each year, thousands of people gain access to the highest-quality cancer care 
and receive new treatments before they are widely available by participating in 
a clinical trial. Millions more benefit from the findings. Yet, while more than 
1.4 million Americans are diagnosed with cancer each year, fewer than 5 per- 
cent will participate in an approved clinical trial. 

• Some health insurance companies do not cover routine medical care expenses 
for patients enrolled in approved clinical trials, or refuse to cover complications 
that sometimes occur during the course of an approved clinical trial. Failure to 
cover these items may mean otherwise eligible people are turned away, or are 
exposed to high out-of-pocket costs when they encounter complications. 

• These issues could be addressed by including language from the “Access to Can- 
cer Clinical Trials Act” (S. 488) by Senator Sherrod Brown (D-OH). 

Attached to this testimony are more detailed comments on the health reform draft 
proposal, including the importance of patient navigation and clinical trials, as well 
as the need for a continued focus on prevention, wellness, chronic disease manage- 
ment and access to care for underserved populations. 

Susan G. Komen for the Cure Advoeaey Alliance 
Comments on the Health Reform Draft Proposal 

Committee on Ways and Means, U.S. House of Representatives 

As your Committee continues deliberations on reforms to the Nation’s health care 
system, we urge you to consider the unique needs and challenges of people with pre- 
existing conditions like cancer. Cancer patients and survivors have some of the most 
challenging experiences with the health care system at a time in their lives when 
they are most vulnerable. Thus, the Susan G. Komen for the Cure® Advocacy Alli- 
ance calls on your Committee to: 

• Increase the investment in Federal and State programs that provide cancer 
screening, treatment and patient navigation services for underserved popu- 
lations. 

• Protect cancer patients who have health insurance from excessive out-of-pocket 
costs that may lead to severe financial hardship and even bankruptcy. 
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• Ensure access to affordable, high-quality health insurance for all, including peo- 
ple with “preexisting” conditions like cancer — so everyone can continue to have 
health insurance, even if they lose or change jobs. 

• Enhance the quality and value of health care by focusing on prevention, 
wellness and chronic disease management. 

• Address the chronic shortage of cancer care specialists, particularly in under- 
served areas. 

1. Increase the investment in Federal and State programs that provide 
cancer screening, treatment and patient navigation serviees for under- 
served populations. 

PROBLEM: Almost 46 million Americans lack health insurance. ^ Without re- 
forms, the number is projected to climb another 7 million or more by 2010, due in 
part to rising health costs and high unemployment.^ Lack of adequate health insur- 
ance has a decidedly negative effect on cancer screening rates, as well as the stage 
at diagnosis and a person’s chances of survival: ^ 

• Patients with private insurance are more likely to be diagnosed at earlier 
stages, and are more likely to survive at all stages of diagnosis than the unin- 
sured. 

• Cancer patients who are uninsured — and those who were Medicaid-insured at 
time of diagnosis — are 60 percent more likely to die in 5 years than those with 
private insurance. 

• In addition, disparities in cancer incidence and mortality rates must be ad- 
dressed. For example, those with lower socio-economic status and people in un- 
derserved areas are more likely to be diagnosed and are more likely to die from 
cancer."* 

As the ranks of the uninsured swell, demand grows for public health programs, 
including programs that provide cancer screening and cancer care services. Unfortu- 
nately, Federal and State safety net programs are dramatically underfunded, leav- 
ing huge gaps for the neediest Americans. For example: 

• The National Breast and Cervical Cancer Early Detection Program (NBCCEDP) 
provides potentially life-saving cancer outreach, case management, and screen- 
ing to low-income, uninsured and underinsured women. Yet, the program is so 
underfunded it is only able to reach less than one in five eligible women.® The 
program is increasingly forced to turn women away or establish waiting lists 
for these vital services. 

• All States allow underserved women to access Medicaid for breast or cervical 
cancer treatment if they are uninsured, need treatment for breast and cervical 
cancer, and meet other eligibility criteria. However, 20 States only allow this 
access to Medicaid if the woman’s screening is funded by the State or tribal 
screening program — a large concern given the dramatic underfunding of those 
programs.® 

• Navigating the complex health care system can be an insurmountable task for 
many patients facing a complicated or chronic disease, especially when they are 
underserved, have a lower level of medical literacy, or do not speak or read 
English well. To address this. Congress passed the Patient Navigation Act, a 
pilot grant program to provide patient navigation services to those in need. Un- 
fortunately, the Patient Navigation Act has received only a small portion of the 
$25 million that was originally authorized. 

SOLUTIONS: As Congress overhauls the health care system, it must close the 
gaps plaguing Federal and State safety net programs that provide vital cancer 
screening, treatment and patient navigation services for our Nation’s underserved 
populations. 


*U.S. Census Bureau, “Income, Poverty, and Health Insurance Coverage in the United States: 
2007,” August 2008. Available online: http://www.census.gov/prod/2008pubs/p60-235.pdf. 

^Todd Gilmer and Richard Kronick, “Hard Times And Health Insurance: How Many Ameri- 
cans Will Be Uninsured by 2010?,” Health Affairs, Web Exclusive, w573-577. May 28, 2009. 

^Elizabeth Ward, et ah, “Association of Insurance with Cancer Care Utilization and Out- 
comes,” CA: A Cancer Journal for Clinicians, Vol. 58, No. 1, January/February 2008, p. 9—31. 

"^American Cancer Society, “Cancer Facts & Figures 2009.” 

®See the Center for Disease Control’s website for the National Breast and Cervical Cancer 
Early Detection Program. Available online at: http://www.cdc.gov/cancer/NBCCEDP/. 

® Tally of States based on M&R Strategic Services, “Treatment Act Survey: Final Report,” Feb- 
ruary 16, 2007, updated based on the experience of Susan G. Komen for the Cure Advocacy Alli- 
ance. The Treatment Act is the subject of a forthcoming report by the Government Account- 
ability Office, which Komen helped initiate. 
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2. Protect cancer patients who have health insurance from excessive out- 
of-pocket costs that may lead to severe financial hardship and even 
bankruptcy. 

PROBLEM: Having health insurance does not necessarily protect a person from 
financial harm in the event of a health event like a cancer diagnosis: 

• A recent survey of employer-sponsored health insurance plans shows employees’ 
out-of-pocket spending grew more than a third between 2004 and 2007, while 
wages remained stagnant.'^ 

• The exposure to high costs can be disastrous. A recent study by Harvard Uni- 
versity found that half of all bankruptcy filings were partly the result of med- 
ical expenses, and 68 percent of those who filed for bankruptcy had health in- 
surance.® 

• A national survey commissioned by the American Cancer Society Cancer Action 
Network shows one in five cancer patients has significantly or completely de- 
pleted their savings because of medical costs — one in seven has incurred thou- 
sands of dollars in medical debt.® 

Many health insurance policies have annual and lifetime caps on benefits or other 
limitations and exclusions. Patients may be exposed to large out-of-pocket expendi- 
tures because cancer treatments can be very expensive — some therapies run hun- 
dreds of thousands of dollars a year and may require extensive and long-term moni- 
toring and followup. 

SOLUTIONS: Congress should protect patients from high out-of-pocket costs by 
reducing or eliminating annual or lifetime limits on the benefits, and possibly by 
establishing an annual maximum limit on out-of-pocket medical expenditures. 

3. Ensure access to affordable, high-quality health insurance for all, in- 
cluding people with “preexisting” conditions like cancer — so everyone 
can continue to have health insurance, even if they lose or change jobs. 

PROBLEMS: For the 161 million Americans with employer-provided health insur- 
ance, a change in employment also likely means a new health insurance company 
with different benefits and network providers. But persons with preexisting condi- 
tions like cancer may run into challenges: 

• Cancer patients and survivors with employer-provided health insurance may 
lose jobs, change jobs, or have to cut back hours or leave a job during treat- 
ment — and lose their group health insurance. 

• As a result, cancer patients or survivors may experience “job lock,” in which 
they cannot leave their current job for fear of losing their health insurance. This 
runs counter to the trend of today’s mobile workforce, in which people fre- 
quently move from job to job in pursuit of new opportunities. 

• Even cancer survivors who have been in remission for years with a good long- 
term prognosis have trouble finding coverage in the individual market because 
of medical underwriting and the existence of their preexisting condition. 

Clinical Trials: Part of ensuring access to cancer care includes access to clinical 
trials. 

• Each year, thousands of people gain access to the highest-quality cancer care 
and receive new treatments before they are widely available by participating in 
a clinical trial. Millions more benefit from the findings. Yet, while more than 
1.4 million Americans are diagnosed with cancer each year, fewer than 5 per- 
cent will participate in an approved clinical trial.^^ 

• Some health insurance companies do not cover routine medical care expenses 
for patients enrolled in approved clinical trials — or refuse to cover extra scans, 
doctor visits and drugs to address complications that occur during the course 
of an approved clinical trial. 


"^John Gabel, et al., “Trends In Underinsurance And The Affordability of Employer Coverage, 
2004—2007, Health Affairs Web Exclusive, w595, June 2, 2009. 

® Himmeistein, et al., “Illness and Injury as Contributors to Bankruptcy,” Health Affairs Web 
Exclusive, w563, Febrary 2, 2005. 

® Lake Research Partners and American Viewport conducted the survey, which was sponsored 
by the American Cancer Society Cancer Action Network, May 1 through 11, 2009, among a na- 
tional sample of 1,057 adults age 18 and older, in households with cancer or a history of cancer. 
Available online: http://www.acscan.org/pdf/healthcare/reports/poll-05202009.pdf. 

i®Karen Schwartz, et al., “Spending to Survive: Cancer Patients Confront Holes in the Health 
Insurance System,” Kaiser Family Foundation and the American Cancer Society, February 2009. 
Also see the Lake Research Partners and American Viewport survey. 

American Cancer Society. 
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SOLUTIONS: Congress should require health insurance companies to provide cov- 
erage to all, with no preexisting condition limitations. In addition, barriers to clin- 
ical trials must be removed for all patients — including cancer patients — without re- 
gard to the type of health insurance plan. This can be accomplished by (1) a codifica- 
tion in law of Medicare’s current reimbursement policy for routine expenses for pa- 
tients in approved clinical trials, and (2) making needed changes to ERISA, the Pub- 
lic Health Service Act and the Internal Revenue Code to accomplish the same policy 
for private insurance plans. The issues related to clinical trials could be addressed 
by including language from the “Access to Cancer Clinical Trials Act” (S. 488) by 
Senator Sherrod Brown (D-OH). 

4. Enhance the quality and value of health care hy focusing on prevention, 
wellness and chronic disease management. 

PROBLEM: The U.S. health care system often focuses too much attention on 
treating people once they become sick, and not enough attention on keeping people 
healthy or detecting chronic diseases like cancer early, when there are more treat- 
ment options and the chances of survival are often greater. 

Prevention, Early Detection & Wellness: Prevention saves lives. Applying proven 
tobacco control strategies could eliminate a third of all cancer deaths. Cancers re- 
lated to obesity, physical inactivity and poor nutrition could also be prevented. And 
many of the more than 1 million skin cancers that are expected to be diagnosed in 
2009 could be prevented by protection from the sun’s rays and avoiding indoor tan- 
ning. 

For other cancers, early detection is the key to survival. Regular screenings can 
detect cancers of the cervix, colon and rectum by detecting precancerous growths 
that can be removed, and can detect breast, colon, rectum, cervix, prostate, oral and 
skin cancers at early stages when they are most treatable. 

• For breast cancer, the 5-year relative survival rate is 98 percent when breast 
cancer is detected at an early stage, 84 percent for regional disease and 27 per- 
cent for distant-stage disease, 

• Yet, for women who are uninsured and underinsured, cost is a significant bar- 
rier to getting preventative care — only 67 percent of underinsured women over 
the age of 50 received a mammogram in the past 2 years, compared with 85 
percent of adequately insured women, 

• For women with health insurance or Medicare, even a relatively small copay- 
ment can significantly reduce mammography rates, particularly for underserved 
populations.'^® 

Clinical Effectiveness: Komen supports the use of clinical effectiveness research 
(CER), which will arm patients and their doctors with the best available information 
on effectiveness and safety of drugs, devices and diagnostic tests. To that end, a 
comprehensive national comparative effectiveness research program should better 
identify the most effective health care options, and ensure information gained 
through CER is incorporated into clinical practice to better inform decisions made 
among patients, their health care providers and payers. A CER program should also 
link data from public and private entities to build upon existing data collection and 
research capabilities and support the development of “personalized” or stratified 
medicine. 

Coordination of Care and Survivorship Care Planning: A key aspect of chronic 
disease management is the coordination of care. To that end, cancer patients should 
have a coordinated plan for treatment and followup from the time they are diag- 
nosed through the years of their survivorship. With a written cancer plan and the 
opportunity to review it in person with their doctor, cancer patients will better un- 
derstand the process ahead, monitor their health, and participate in decisions about 
their care. And a written plan will help coordinate care among a patient’s many doc- 
tors and providers, reduce medical errors, and ultimately improve patient care. 


American Cancer Society. 

American Cancer Society, Breast Cancer Facts & Figures 2007-2008, Atlanta: American 
Cancer Society, Inc. (Available online at http://www. cancer.org/downloads/STT/BCFF-Final.pdf). 

Sheila Rustgi, et al., “Women at Risk: Why Many Women are Forgoing Needed Health 
Care,” The Commonwealth Fund, Issue Brief, May 2009. (Available online: http:// 
www.commonwealthfund.org/content/publications/issue-briefs/2009/may/women-at-risk.aspx.) 

i®Amal N. Trivedi, et al., “Effect of Cost Sharing on Screening Mammography in Medicare 
Health Plans,” The New England Journal of Medicine, Vol. 358, January 24, 2008, pp. 375-383. 
(Available online: http://content.nejm.Org/cgi/content/full/358/4/375). The study examined 174 
Medicare managed-care plans from 2001 through 2004, which included 550,082 individual-level 
observations for 366,475 women between the ages of 65 and 69 years. 
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SOLUTIONS: Congress should reduce or eliminate copayments or deductibles for 
preventative services like diagnostic imaging and screening, and should provide in- 
centives for providers to focus on prevention, wellness and chronic disease manage- 
ment. 

5. Address the ehronic shortage of cancer care specialists, particularly in 
underserved areas. 

PROBLEM: There is a shortage of cancer care specialists, particularly in under- 
served areas. This shortage will only intensify as the population ages, which will 
bring along with it a significant increase in the number of cancer cases each year. 
Congress clearly recognizes this is an issue. The economic stimulus package passed 
earlier this year included billions for community health centers, training for the 
health care workforce and an investment in health information technology. 

The promotion of a robust health information technology network could also help 
alleviate the shortage of cancer care experts, particularly in rural areas. Electronic 
medical records will ultimately improve health care quality for cancer patients by 
improving coordination of care. And it also allows for second opinions and reviews 
of patient records from anywhere in the world. 

SOLUTIONS: Congress should include provisions to strengthen the health care 
workforce by forgiving student loans, providing grants to increase faculty in nursing 
programs, providing financial incentives to encourage health care professionals to 
practice in underserved areas, and investing in health information technology. Con- 
gress should also encourage partnerships between community hospitals and large 
cancer centers, 


Statement of Albert B. (Al) Baca 

The intent of this paper is to explain why our Nation needs a “Single Payer” sys- 
tem to pay for medical care. It is my hope that Sen. Brown will see fit to discuss 
the points documented in this paper with people whom he talks with. 

I would also deeply appreciate it if Sen. Brown’s staffers in Washington can speak 
to the Senate Finance Committee staffers about the contents of this paper. Since 
the Obama Administration desires to push health care reform in this Congress, such 
a discussion with Senate Finance Committee staffers would be timely and pertinent. 

This medical horror story is about my 44-year-old daughter, Vivian A. (Vandy) 
Baca, who is almost completely disabled, cannot walk nor stand, draws SSDI, has 
Medicare and lives at home under the auspices of the State of Ohio Medicaid Home 
Health Care Waiver Program. 

Let me tell you about myself. I am a retired civilian employee of the Air Force. 
The past 4 years have been very hard on me because of the way that medical care 
is done in this country. To quote from two radio programs I used to listen to when 
I was a young kid: “Taint funny McGee” and “What a revolting development this 
is.” 

For people outside of the Dayton, OH area who may not know, in 2005, there was 
a gigantic squabble between Anthem Blue Cross and Blue Shield (BC/BS) and Pre- 
mier Health Partners — i.e. Miami Valley Hospital, Good Samaritan Hospital, and 
the doctor groups directly associated with each hospital — concerning Anthem BC/BS 
payment of fees to Premier Health Partners for services rendered. 

The bickering lasted for all except 1 week of 2005. During that time many people 
in the Dayton, OH area suffered. One of those who suffered was my daughter, 
Vandy. The unfortunate thing is that Vandy is still suffering and she will continue 
to suffer for a long, long time. She may never quit suffering and return to normal. 

There is no doubt in my mind that the year-long squabble between Anthem BC/ 
BS and Premier Health Partners was the direct cause of the medical horror story 
I am going to tell you. The story is not for the squeamish. 

Before I begin my story, I would like to state that because my wife and I are sen- 
ior citizens, we both have Medicare as our primary medical coverage. I am a retired 
Federal employee and have BC/BS as my FEHBP insurance which is secondary to 
Medicare. Therefore, the Premier Health Partner and Anthem BC/BS squabble did 
not impact us because our FEHBP BC/BS was secondary. My wife and I were lucky. 
Vandy wasn’t. 


Congress could consider building on the NCI’s Community Cancer Centers Program, which 
is a pilot program to provide private medical surgical and radiation oncologists with close links 
to NCI research and the network of 63 NCI-designated Cancer Centers principally based at 
large universities, http://ncccp.cancer.gov/. 
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For those people who are not from the Dayton, OH area, I found something on 
the Internet that summarizes the Premier Health Partners and Anthem BC/BS 
squabble for you in a very few words: 

Source: Redorbit.com 

Posted: Wednesday, 4 January 2006 

Title: Premier, Anthem Fight Hurt: 

• Premier Health Partners and Anthem Blue Cross and Blue Shield had 
to settle at some point. They need each other too much. 

• Three days before Christmas, the area’s largest hospital group and the 
popular insurer decided that it was time, that a year was long enough 
to shoot at each other and even at their own feet. 

Apparently, each side insisted on shooting itself in the foot for a solid year to 
prove a point. Was that ridiculous? Yes. Would that have happened under “Single 
Payer”? No. 

Back to the story. In April 2005, Vandy had pneumonia and anemia which re- 
quired her to be hospitalized. Because of the Premier Health Partners and Anthem 
BC/BS squabble, Vandy had to go to a hospital other than Good Samaritan Hospital 
which is close to her doctor’s office and which has always been her hospital of 
choice. While a patient in the other hospital, Vandy contracted a staphylococcal in- 
fection (MRSA) which developed into encephalopathy or inflammation of the brain. 
Vandy spent several weeks in intensive care at the other hospital before being 
transferred to a nursing home where she was a resident for almost 2 years. 

When Vandy arrived at the nursing home, she was in such terrible shape that 
the other residents and the staff thought she would never survive. But Vandy is a 
fighter and she did survive. She made progress, too. I would go to the nursing home 
every day to play memory games such as “name the capitals of the States” with her. 
Luckily, her mental faculties did come all the way back. However, she didn’t get to 
walk out of the nursing home as she desperately wanted to do. In fact, she still can 
not walk. Nor can she stand. 

If Vandy would not have had to go to the other hospital because of the squabble 
between Anthem BC/BS and Premier Health Partners, she would not have caught 
the particular MRSA infection which disabled her. However, I will concede that 
Vandy might also have caught a staph infection at Good Sam. After all, a hospital 
is not the best place to be when you are sick. 

Wait. There is much, much more to this horror story and why I am so thoroughly 
disgusted with the way that we, the American people, have let the big insurance 
companies dictate medical care to us. And as you will see in a few moments, I am 
equally as disgusted with the way that the U.S. Government, especially the Social 
Security Administration, has let them. 

I have fought bureaucratic battle after bureaucratic battle with the Social Secu- 
rity Administration on behalf of my daughter. Because of that I have become some- 
what of an expert on Social Security and Medicare. If I had the energy that I had 
26 or 30 years ago, I would offer free advice to people on how to fight Social Security. 

I will now delve into the silliness regarding what Vandy has to pay for her pre- 
scription medications. I will begin by telling you that Vandy is dual eligible for the 
Medicare and Medicaid low-income subsidies. Please remember her dual eligibilities 
as you read the rest of the story. 

Vandy’s husband, Stanley Styles, has worked at Wright State University as a 
floor custodian for many years. Stan has carried a BC/BS “FAMILY” plan as his 
group health insurance during all that time. (Please note that the word “FAMILY” 
is emphasized.) He also carries the WSU group dental plan and the WSU group vi- 
sion plan. 

In November 2008, Vandy was notified by the Social Security Administration that 
Stan’s BC/BS group health plan’s copays rather than her Medicare Part D carrier’s 
copays would have to apply when she ordered her prescription medications. The law 
is explicit that because her husband’s employer, Wright State University, has more 
than 100 employees, the WSU BC/BS group health plan copays have to apply rather 
than the Medicare Part D copays. 

My question to that is why can’t the law be changed? The answer to that is that 
would be too easy and would make too much sense. Further, why does the law have 
to assume that larger employers have better health plans for their employees than 
smaller employers? That is not always the case; which is sad but true. 

While Vandy was in the nursing home, I was able to get her qualified for Social 
Security Disability Insurance (SSDI). She was still living in the nursing home when 
she began receiving her SSDI payments and became entitled to Medicare. As re- 
quired by law, the nursing home kept most of Vandy’s SSDI payment to apply 
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against her nursing home expenses. The remaining nursing home expenses were 
paid by the State of Ohio Medicaid Program. In other words, either Medicare or 
Medicaid paid for all of Vandy’s nursing home expenses, including all of her medica- 
tions. She certainly didn’t have to pay any BC/BS copays for prescriptions. 

Back to the story: As stated, in early November 2008, Vandy was notified that 
the BC/BS copays rather than the Medicare Part D copays would have to apply to 
her prescription medications. The BC/BS copays are $8.00 for generic drugs, $25.00 
for brand-name drugs on formulary and $40.00 for brand-name drugs not on for- 
mulary. Since Vandy is required to take about 30 prescriptions a month, her BC/ 
BS copays would have been hefty at the generic rate and out of sight at the brand- 
name rate. 

A pharmacy technician managed to accomplish a “workaround” whereby Vandy’s 
Medicare Part D carrier covered her prescriptions through the months of November 
and December 2008. I am grateful to the pharmacy technician for doing that. 

During November and December, I called people all over the country about 
Vandy’s prescription dilemma. The people I called were at 1-800-Medicare, the SSA 
national 800 number, the local Social Security office, the SSA Coordination of Bene- 
fits office, three SSA Advanced Resolution specialists, several SSA CMS specialists 
in Chicago, the Ohio Job and Family Services Medicaid Hotline, the Ohio Senior 
Health Insurance Information Program office, (SHHP Ohio) and Congressman 
Boehner’s office. 

Most everybody that I spoke with advised me that the easiest solution to Vandy’s 
dilemma would be to have her dropped from Stan’s BC/BS coverage at work and 
to let Medicare and Medicaid cover all of her medical expenses. However, I was hesi- 
tant to recommend that to her because, if Stan dropped her from his BC/BS group 
“FAMILY” health plan at work, Vandy would also drop automatically from the WSU 
group dental and group vision plans. 

SHIIP Ohio advised me to inquire: “Since Vandy is bedridden and dual eligible 
to receive the Medicare and Medicaid low-income subsidies, how come her dual eligi- 
bility for low-income subsidies doesn’t trump the higher BC/BS copays?” I got abso- 
lutely nowhere with that one. 

The WSU Benefits Unit told me that my daughter could be dropped from her hus- 
band’s group health policy at any time. SHHP Ohio told me the same thing. 

Because my daughter’s family is strapped financially, there is absolutely no way 
that they could afford the more expensive BC/BS copays for her prescriptions. So 
Vandy and Stan decided it would be best to drop Vandy from the WSU BC/BS group 
“FAMILY” medical plan which also automatically dropped her from the WSU group 
vision and dental plans. This was done only to avoid paying the much higher BC/ 
BS copays for her prescription medications. PLEASE, note that Vandy and Stan felt 
that they did not have any other alternative because they simply could not afford 
to pay the higher BC/BS copays. 

Vandy dropped from her husband’s BC/BS coverage at work effective 1 January 
2009. On that date, Medicare assigned her to a new Medicare Part D carrier which 
is now covering her prescriptions. Please note that BC/BS does not pay a single 
DIME on Vandy’s prescriptions, even though Stan has a BC/BS FAMILY plan at 
work which is supposed to cover a good part of his family’s prescription costs. In- 
stead the American taxpayer is pa 3 dng for Vandy’s prescriptions. Wouldn’t you say 
that the American teixpayer is getting the shaft? I would. 

I am a firm believer that government is at its best when it is guided by common 
sense. I hope that Vandy dropping herself from Stan’s BC/BS coverage at work was 
the right decision. I am not sure that it was. Let me tell you why: 

Vandy recently had to pay $151.00 for a prescription that was not on her Medi- 
care Part D carrier’s formulary. The cost of pa 3 dng for that one expensive prescrip- 
tion “out-of-pocket” wiped out a good chunk of whatever prescription “savings” 
Vandy and Stan had achieved by dropping her from his BC/BS coverage at work. 

Next I want to explain that Vandy recently had to have bariatric surgery to try 
to lose some weight. The reason for the bariatric surgery is that her doctor and her 
therapists have told her that unless she loses some weight, she will never have a 
chance of walking again. 

I point out that the bariatric surgery was performed by a “preferred” doctor at 
a “preferred” hospital. 

NOW FOR THE CLINCHER: The American taxpayer had to pick up the entire 
tab for that bariatric surgery even though Stan has a BC/BS group FAMILY policy 
at work. IS THAT BRILLIANT?— OR— IS IT JUST PLAIN STUPID? 

It makes me sick to think that the poor American taxpayer is getting the shaft 
while the big insurance company is paying nothing, especially when Stan has a 
BC/BS group FAMILY policy at work. And the U.S. Government lets them. Is that 
fair to the American taxpayer? You know my answer. 
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That must be why the insurance companies “lobby” Congress so hard. 

If I sound disgusted, it is because I am. 

If, after reading this medical horror story you are a bit uneasy, get busy con- 
tacting your congressional delegation to tell them you don’t like the way the Nation 
does its health care business and that you want it changed. Together, we can make 
a difference. 

I thank you for reading Vandy’s medical horror story. If you want to contact me 
to discuss additional aspects to Vandy’s medical horror story, please do so. Believe 
me, I have only skimmed the surface. 


Statement of the Assoeiation of Professors of Medieine, 
Assoeiation of Program Direetors in Internal Medieine, 
Association of Specialty Professors, Clerkship Directors 
in Internal Medicine, and Administrators of Internal Medicine 

Abstract 

In response to a projected physician workforce shortage, the Alliance for Academic 
Internal Medicine (AAIM) recommends: 

• Strategically increasing the number of Medicare-funded positions for primary 
care specialties to adequately meet the Nation’s health care needs. For these 
new positions. Medicare should support the entire duration of training, which 
is typically 3 years but is 4 years for combined programs such as internal medi- 
cine-pediatrics. In addition, AAIM believes new primary care slots should be 
added in geographic areas of demonstrated need. Ultimately, all health care in- 
surers should have a role in explicitly contributing to GME funding. 

• Enhancing the attractiveness of primary care careers by altering the physician 
reimbursement system, increasing job satisfaction for current and future pri- 
mary care practitioners, providing incentives for geographic distribution of pri- 
mary care physicians to areas of greatest need, and applying innovations to 
educational models. 

• Increasing efficiency in the health care delivery system by broadening the use 
of electronic health records (EHRs) and other advances in health information 
technology and capitalizing on the use of physician extenders. Additional op- 
tions for improving health care delivery should be considered. 

While the evidence that the Nation faces a shortfall of physicians is compelling 
and difficult to refute, increasing GME positions without respect to specialty or 
practice region would be imprudent. Steps must be taken to ensure access to pri- 
mary care physicians, better methods for coordinating care, a physician reimburse- 
ment system that values the work of the primary care physician, incentive programs 
for physicians to train and practice in rural areas, adequate financial support for 
GME, and steps taken to improve the efficiency of health care delivery. 

Introduction 

After two decades of consistent predictions that the United States will face a phy- 
sician surplus, leading professional organizations and advisory boards have now al- 
tered their calculations and projected that the Nation may soon face physician 
shortages (1-5). These organizations are calling for teaching hospitals, medical 
schools, and the Eederal Government to respond to predicted shortages (6-8). 

The primary determinant of the number of practicing physicians in the United 
States is the number of graduate medical education (GME) positions or training 
slots. These positions represent the only pathway to licensure for medical practice 
in the United States. Since the Balanced Budget Act of 1997 capped the number 
of federally funded positions in each residency program at the 1996 level, increases 
to the flow of new physicians into the workforce have been limited despite evidence 
of growing demand. The shortage of physicians is particularly significant in primary 
care specialties. 

AAIM’s recommendations to allow strategic growth in positions in primary care 
specialties and geographic areas of need would prevent an unregulated increase in 
positions for highly specialized training programs, which might raise health care 
costs without adding primary care physicians to address health care needs. How- 
ever, increasing the number of primary care positions will not result in an increase 
of physicians practicing primary care unless steps are taken to enhance the 
attractiveness of primary care careers. 

This position paper was created by the AAIM Advocacy Committee, with represen- 
tation of its five member organizations: the Association of Professors of Medicine, 
Association of Program Directors in Internal Medicine, Association of Specialty Pro- 
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fessors, Clerkship Directors in Internal Medicine, and Administrators of Internal 
Medicine. The committee solicited feedback from the alliance membership before 
writing the statement. After vetting by the leadership of each organization, the con- 
sensus statement was finalized and approved as the alliance position on how to ad- 
dress the projected shortage in the physician workforce. This paper reviews the data 
that support the conclusion that the United States faces the prospect of a shortfall 
of physicians, describes certain aspects of these data particularly as they relate to 
the supply of primary care physicians, addresses the mechanisms necessary for ex- 
panding the pool of practicing physicians through increasing Medicare funded GME 
slots, discusses the expansion of programs that distribute physicians to geographic 
areas of need, and comments on steps that can be taken to improve the efficiency 
of physician work. 

Physician Supply 

COGME issued Physician Workforce Policy Guidelines for the United States 2000- 
2020 in January 2005 (9). COGME noted that although the absolute number of phy- 
sicians would increase by 24% between 2000 and 2020, the population growth would 
exceed the rate of growth of physicians, resulting in a decrease in the ratio of full- 
time equivalent (FTE) physicians per 100,000 Americans. COGME also postulated 
that the demand for physician services will grow as the elderly population increases 
as a proportion of the total population. The council concluded that U.S. medical 
school enrollment needed to increase by 15% by 2012 to meet demand. 

In June 2006, the Association of American Medical Colleges (AAMC) issued the 
AAMC Statement on the Physician Workforce, which claimed there was “sufficient 
evidence” to recommend increasing by 30% the number of entry-level positions in 
Liaison Committee on Medical Education accredited medical schools by 2012 (7). 
AAMC stated the 30% increase could be accomplished by increasing enrollment at 
existing schools as well as creating new medical schools. According to the statement, 
increased funding for GME positions should occur simultaneously to ensure grad- 
uating medical students could receive appropriate postgraduate training. 

In December 2008, AAMC released updated projections indicating that a shortage 
of 124,000 FTE physicians will occur by 2025 (10). According to their estimates, 37% 
of the shortage will be in primary care, 33% in surgery, 6% in medical specialties, 
and 23% in other specialties. The shortage of 124,000 physicians is based on the as- 
sumption that current supply, use, and demand patterns will remain the same for 
the next 16 years. Since it is unlikely these patterns will remain stable, AAMC also 
created an alternative scenario assuming a continued increase in utilization rates, 
changes in work schedules, a moderate expansion in GME capacity, and improve- 
ments in productivity, which projects a shortage of 159,300 FTE physicians by 2025. 

While academic institutions have responded to the calls from COGME and AAMC 
with an increase in allopathic medical school class size and the creation of several 
new medical schools, new Federal funding for additional U.S. GME slots has not 
been forthcoming, except in a limited way from the Department of Veterans Affairs 
(VA). Increases to positions funded by other sources, while they exist, have also 
been minimal (11). 

Beyond increasing support to expand GME positions, interest in primary care ca- 
reers among medical school graduates must also increase to positively affect the 
supply of primary care physicians. Extensive data support the observation that de- 
creased numbers of U.S. medical school graduates are pursuing careers in primary 
care. For example, 3,884 U.S. medical students matched into internal medicine resi- 
dency positions in 1985 compared to 2,660 in 2008 (12). In a recent study by Hauer 
et al., only 24 (2%) of the 1,177 students in the 11 medical schools participating 
planned to pursue a career in general internal medicine (13). Conversely, while in- 
terest of U.S. seniors in general internal medicine has declined, the proportion of 
residents choosing specialty fellowships has increased from 50% in 1988 to 80% in 
2006 (14). According to Hauer’s study, today’s medical students prioritize lifestyle 
issues in career selection and perceive general internal medicine as a low-satisfac- 
tion, low-income, and uncontrollable career (13). The potential consequence of de- 
clining interest in general internal medicine careers is a decrease in the delivery 
of preventive measures and appropriate treatment of chronic diseases that often 
lead to disability and premature death. This consequence has direct implications for 
the growing number of the elderly in the United States who require coordination 
of treatments for multiple complex, chronic conditions. 

The geographic maldistribution of physicians in the United States also has neg- 
ative implications for ensuring an adequate supply of physicians. Several studies 
indicate a shortage most pronounced in rural areas and certain urban neighbor- 
hoods (15, 16). A study of 20-year trends in geographic variation of physician distri- 
bution shows that an increase in practicing physicians by 51% did not translate into 
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regional variation of practice location. Despite long-standing public policies, physi- 
cians continued to locate in areas of adequate-to-high physician-to-population ratios, 
further compounding issues for health professional shortage areas (HPSAs) (17). 

Physician Supply 

Assessing the country’s future needs for physicians is a challenging and complex 
estimation of supply and demand. The supply side involves the output from multiple 
training pathways for initial medical degrees as graduates enter the final common 
pathway of residency training. Supply is also a product of physician effort and var- 
ies in relation to age, gender, and generational or lifestyle preferences. 

The largest source of physicians entering the “funnel” of GME is provided by U.S. 
allopathic medical schools. In 2005, 15,760 graduates of U.S. allopathic schools and 
2,800 graduates of U.S. osteopathic medical schools were eligible to enter GME pro- 
grams (18, 19). A total of 24,269 first-year GME positions in training programs 
approved by the Accreditation Council for Graduate Medical Education (ACGME) 
and the American Osteopathic Association were available for these new gradu- 
ates (12, 20). The gap between the number of available positions and the total grad- 
uates of U.S. programs was filled by approximately 6,000 graduates from medical 
schools in other countries. 

Based on 2007 enrollment and class size increases, first-year enrollment into U.S. 
medical degree programs is projected to increase from 16,488 in 2002 to nearly 
19,909 in the 2012 academic year (AY). Similarly, substantial growth in first-year 
enrollment of osteopathic schools is expected, from 2,148 in AY 2002 to 5,227 in AY 
2012 (a 70 % increase) (21). As a result, unless the number of first-year positions 
in GME training increases, not enough positions will exist to accommodate all U.S. 
medical graduates by the year 2012 (Figure 1). 

Figure 1: Funnel of Graduate Medical Education 
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It is estimated that international medical graduates (IMGs) now account for 24% 
of the total U.S. physician workforce (22). Although concerns about depletion of the 
physician supply in IMG home countries also exist, the current demand for physi- 
cians in the United States can only be met by the continued training and retention 
of IMGs. If more residency positions are not funded, increasing the number of U.S. 
medical school graduates will be a zero-sum game in terms of the number of prac- 
ticing physicians in the United States (19). Currently, more than a quarter of the 
Nation’s primary care physicians are IMGs. 

The supply of physicians is also influenced by the rate at which physicians leave 
practice. Just as the total U.S. population has aged, the population of practicing 
physicians has also aged. It was estimated that there would be 99,000 U.S. physi- 
cians over the age of 65 in 2008 (19). Furthermore, changing demographics and 
emerging expectations about professional life by both male and female physi- 
cians will lead to increasing numbers of practicing physicians with reduced work 
hours (23, 24). 

Projections from 2007 suggest that the number of practicing physicians in the 
United States will increase from 733,852 in 2000 to 906,278 in 2010, and will rise 
further to 988,100 in 2020 (25). However, in spite of the increase in numbers of phy- 
sicians, the projected increase in the U.S. population will mean that the ratio of ac- 
tive physicians to population (per 100,000) will increase only modestly from 278.5 
in 2000 to 293.4 in 2010, and it will remain essentially unchanged for the next dec- 
ade at 294.2 in 2020. These statistics do not account for the anticipated functional 
reduction in work capacity anticipated as a result of changing work habits and pat- 
terns of practice. Assessing the need or demand of the population for physician serv- 
ices is a complex and controversial topic. However, it is clear that the physician sup- 
ply must increase to accommodate the growing and a^ng population as well as the 
growing number of medical students entering the pipeline. 

Responding to Physician Workforce Projections 

Recommendation 1: AAIM recommends strategically increasing the number 
of Medicare-funded residency positions in primary care specialties to ade- 
quately meet the Nation’s health care needs as defined by COGME. In addi- 
tion, AAIM believes GME slots should be added in geographic areas of dem- 
onstrated need. 

According to COGME, meeting the Nation’s future physician workforce demand 
and need will require increasing to 27,000 the number of physicians entering resi- 
dency training each year by 2015, which would represent an increase of approxi- 
mately 3,000 positions annually. Based on its recent projections, AAMC has advo- 
cated for an increase of 5,000 positions annually over an average of 4 years of train- 
ing to respond to its recommended 30% increase in medical school class size. A glob- 
al, unregulated increase in GME positions is unlikely to meet regional or specialty- 
specific shortages. A deliberate and strategic increase should be considered to justify 
the creation of new GME slots. AAIM’s recommendation for Medicare to fund new 
positions in primary care includes a call for support for an average of 4 years per 
position. While training in internal medicine, pediatrics, and family medicine is 3 
years, training in combined programs such as internal medicine-pediatrics takes 4 
years. 

Current data suggest as many as one-half of physicians trained in a specific locale 
will stay there for their practice careers (17). To allow residents to train in areas 
of demonstrated need. Medicare GME funding regulations must change to permit 
resident time spent outside of the academic health care setting to count for purposes 
of GME funding. Currently, the use of non-hospital training sites is restricted by 
Centers for Medicare and Medicaid Services (CMS) regulations that require a train- 
ing program to incur 90% of all costs for a resident or fellow rotating outside of the 
teaching hospital, which disallows private practitioners and other community fac- 
ulty from volunteering their time and presents a barrier to increasing training in 
venues outside of the teaching hospital. Without funding, hospitals stop sending 
residents to non-hospital settings or use precious limited resources for this training 
at the cost of other programs. Removing current restrictions and breaking down bar- 
riers for reimbursement would increase residents’ opportunities to practice in a vari- 
ety of settings, including rural, inner city, and other underserved locations. Aside 
from providing experiences in areas where a resident may ultimately care for pa- 
tients, allowing residents to practice outside of teaching hospitals can also serve as 
a successful recruitment mechanism for communities in need. While ultimate prac- 
tice locations of physicians can not be controlled, increases in GME should be made 
with geographic factors in mind. 
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The Medicare program provides approximately 40% of total GME funding. The re- 
mainder is supported by other sources that vary by institution and State and are 
often subject to the annual appropriations process (26). An increase in PGY-1 slots 
to respond to health care needs is only possible with increased funding. AAIM un- 
derstands the restrictions of State, institutional, and Federal budgets to increase 
funding for medical education. As a result, AAIM supports a system in which all 
insurers contribute to GME costs. 

As long as Medicare funding is provided for GME positions, the per-resident 
amounts paid to hospitals must be reassessed. Per-resident amounts for Medicare 
direct GME pajnnents were originally set in 1984. While adjustments have been 
made, the per-resident amount has not been altered to account for changes in train- 
ing. Mandated competency-based education and evaluation as well as duty hour re- 
strictions require significant resources as do health care simulation, centralized 
oversight of regulatory compliance, and faculty development. These changes and 
many others that require additional resources and resident time have not been con- 
sidered in the current GME financing system. 

In 2005, CMS redistributed 3,000 unused GME slots to hospitals that dem- 
onstrated greatest need. While this redistribution helped more than 350 hospitals 
mostly in rural areas, it also proved disadvantageous because Congress lowered the 
percentage of indirect graduate medical education (IME) payments associated with 
the positions. AAIM recommends any increase in GME positions must include IME 
payments equal to those provided to existing positions. 

For hospitals and institutions with the capacity for additional training positions, 
funding should remain earmarked for primary care specialty positions and must not 
be redirected to other specialty slots. In addition, institutions and hospitals must 
make a commitment to keep current levels of primary care positions to receive fund- 
ing for additional positions. Any move to decrease current primary care slots and 
use the funding for other specialty positions or fellowship training will not positively 
affect the total output of physicians entering primary care. Also, institutions must 
document their means and ability to add positions with respect to teaching re- 
sources. 

Enhancing the Attractiveness of Primary Care Careers 

Recommendation 2: AAIM recommends enhancing the attractiveness of pri- 
mary care careers hy altering the physician reimhursement system, in- 
creasing joh satisfaetion for current and future primary care practitioners, 
providing incentives for geographic distribution of primary care physi- 
cians in areas of greatest need, and applying innovations to educational 
models. 

If the capacity for GME in internal medicine is enhanced by providing more fund- 
ing for residency slots, simply increasing the number of graduates from U.S. medical 
schools without improving the attractiveness of general internal medicine will not 
produce the desired effect. Without providing incentives for selecting a career as a 
general internist, larger class sizes will likely increase the number of specialists in 
a variety of attractive practice disciplines. Education, training, and reimbursement 
should be restructured to ensure positive exposure to general internal medicine for 
physicians-in-training and job satisfaction for individuals who choose a career in 
general internal medicine. 

Studies of student career choice highlight lifestyle issues as a high priority in the 
decisionmaking process. Internal medicine has been identified as a specialty with 
uncontrollable lifestyle regarding work hours and patient care duties. In 2008, a 
study noted that clerkship students choosing a career in internal medicine and those 
choosing careers in other specialties perceive internal medicine residents as less sat- 
isfied than residents in other specialties (13). Exposure of medical students and resi- 
dents to faculty who feel overwhelmed and devalued will inhibit new physicians en- 
tering the field of primary care. 

Aside from training, a major challenge primary care faces in becoming a success- 
ful career option is the current physician reimbursement system. Today’s system 
proves lucrative for procedure-based specialties while primary care and cognitive 
specialties are inadequately reimbursed for time spent delivering comprehensive pa- 
tient care. Reviewing the process for determining the current value of physician 
services should be the first step in ensuring the work of primary care physicians 
is not devalued. The Medicare Payment Advisory Commission has made this rec- 
ommendation to Congress along with recommendations to increase Medicare pay- 
ments for primary care services and establishing a “medical home” pilot project 
through Medicare (27). The ultimate enhancement of adequate reimbursement by 
Federal, State, and private insurers for high-quality cognitive care will provide tre- 
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mendous incentive for physicians to seriously consider primary care as a career of 
choice. 

Understanding job satisfaction for the general internist requires more than exam- 
ining physician income. Outpatient schedules with inadequate time to carefully 
evaluate the patient results in less than optimal care and increased frustration for 
physicians. 

Job satisfaction has the potential to increase with adequate professional support. 
As the number of primary care physicians decline, fewer colleagues will share the 
clinical load. Increasing use of physician extenders may help to ease the burden of 
care; however, the prestige of the generalist must also be considered. While physi- 
cian extenders can help ease the amount of work for primary providers, it is impor- 
tant to note that they are not replacements for physicians who are uniquely situated 
to identify and treat multisystem issues and complex diagnoses. 

Successful distribution of physicians to locations where primary care physicians 
are most needed will require additional incentives. Financial incentives for loan re- 
payment may be successful in attracting primary care physicians to locations of 
most need. In addition, focus should be placed on recruiting and providing incen- 
tives to potential trainees from underserved areas. Studies show that medical school 
matriculants from underserved areas or with career plans to serve in such areas are 
more likely to serve as rural primary care providers than their peers. Programs de- 
veloped to increase the supply of rural primary care physicians have proven success- 
ful (28, 29). While political and other forces that would be needed to make these 
adjustments will require considerable strategy, these changes would improve the 
overall health of the Nation if the best graduates were encouraged to consider pri- 
mary care. Potential strategies at the national level for increasing the number of 
physicians in HPSAs include enhancing the National Health Service Corps (NHSC) 
and health professions education programs, passing legislation such as the Rural 
Training Act to remove regulatory barriers to having residents train in nonhospital 
and rural settings, and increasing the number of waivers through the J-1 visa waiv- 
er program to previous levels. Steps can also be taken at the State level. 

The understanding that the primary care physician is essential to access and opti- 
mal health outcomes underscores the need to address explanations underlying the 
current deficiency in the number of these essential providers. Understanding how 
best to integrate these physicians with other professional colleagues such as nurse 
practitioners and physician assistants rather than promoting their displacement by 
these individuals will ultimately lead to the optimal team approach. Focusing on the 
needs of the future health care workforce is critically important, and national strate- 
gies are urgently required to avoid a shortage of primary care physicians. The chal- 
lenge of appropriate funding will require redistribution of financial resources and 
reimbursement to reflect the fair cost of delivering high-quality care to the U.S. pop- 
ulation. 

Improve Health Care Delivery 

Reeommendation 3: AAIM recommends increasing efficiency in the health 
care delivery system hy broadening the use of EHRs and other advances 
in health information technology and capitalizing on the use of physician 
extenders. Additional options for improving health care delivery should be 
considered. 

The projected physician shortage could be mitigated by maximizing the efficiency 
of physicians. In the future, optimizing efficiency may actually reduce the number 
of physicians required to provide optimal care. AAIM proposes improving the health 
care delivery system by promoting widespread use of EHRs, capitalizing on the use 
of physician extenders, and considering other options for increasing efficiency such 
as improving access to health care screening. 

A study conducted at community health centers concluded that EHRs present a 
clear value to patients and stakeholders. Patients received better care and payers 
were likely to reap EHR-related downstream benefits in avoided specialist, emer- 
gency room, and hospital spending (30). EHRs help physicians and staff members 
view, chart, and interact with patients’ health information in a timely and accurate 
manner. While computerized physician order entry systems may prove cost-prohibi- 
tive for some institutions, the use of order sets or clinical practice guidelines could 
also serve to increase efficiency in patient care. 

Utilizing physician extenders can also increase efficiency by freeing up the pri- 
mary physician’s time and providing greater continuity of care. In primary care 
practices, nurse practitioners and physician assistants can improve productivity by 
providing some direct and indirect patient care, including routine examination and 
review of medical histories, telephone triage, patient education, counseling, and 



289 


health awareness. Physician satisfaction with the use of the physician extender 
model to increase efficiency is very high (31). 

Additional options for increasing efficiency in the health care delivery system 
should be explored. For example, consideration should be given to regionalizing ex- 
pensive treatments and appljdng the certificate of need system globally; improving 
access to health care screening to reduce the need for future hospitalization; and 
other innovative measures to enhance efficiency. AAIM believes addressing the phy- 
sician shortage successfully will take both an increase in the number of physicians 
and improvements to the health care delivery system. 

Conclusion 

The Nation is facing a physician shortage that is likely to adversely affect public 
health. AAIM recommends increasing the supply of Medicare-funded positions in 
primary care specialties, including internal medicine and internal medicine-pediat- 
rics. National numerical targets should coincide with the physician-to-population 
ratio adequate to meet the Nation’s health care needs as defined by COGME. 

The evidence that the Nation faces a shortfall of physicians is compelling and im- 
possible to ignore. At the same time, an unbridled increase in GME positions with- 
out respect to specialty or practice region would be imprudent. AAIM believes that 
selective increases in GME slots can and should occur in primary care. Allowing 
local communities and their legislators to demonstrate the need for primary care 
providers could provide a mechanism to address the geographic maldistribution of 
physicians. In addition, steps must be taken to increase efficiency in the current 
health care delivery system and enhance the attractiveness of generalist careers, in- 
cluding internal medicine and combined programs such as internal medicine-pediat- 
rics. 

AAIM has already begun such efforts with its statement. Redesigning Residency 
Training in Internal Medicine: The Consensus Report of the Alliance for Academic 
Internal Medicine Education Redesign Task Force. While the Nation seeks to in- 
crease the physician supply, it also must examine and implement measures that will 
improve physician efficiency and effectiveness. Ignoring the imminent shortage of 
physicians puts the Nation’s health and well-being at risk. 
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Statement of Ameriean Aeademy of Physician Assistants 

Physician assistants (PAs) are one of three health care professions pro- 
viding primary medical care in the United States today, and are an integral 
part of health eare reform. 

• In 2008, over 257 million patient visits were made to physician assistants, and 
approximately 332 million prescriptions were written by PAs. 

• PAs practice in virtually every area of medicine. Between 35%-40% of all PAs 
practice in primary care. PA education is based on the primary care model of 
care, providing greater flexibility for PA practice upon graduation. 

• By design, PAs always work with physicians. However, PAs make autonomous 
medical decisions. The physician is always available for consult, but the physi- 
cian may not be onsite, in the same county, or in the case of the State Depart- 
ment, in the same country or hemisphere. Reimbursement for medical care pro- 
vided by PAs is separate than reimbursement provided to physicians. 

• PAs serve as medical directors in rural health clinics, community health cen- 
ters, and other federally qualified health centers. In rural and other medically 
underserved communities, a physician assistant may be the only health care 
professional available. 



291 


• PAs provide first contact, continuous, and comprehensive care for patients 
throughout the United States. PAs currently manage care for patients in pri- 
mary care, chronic care, and other areas of medicine. 

• Studies show that in a primary care setting, PAs can execute at least 80 percent 
of the responsibilities of a physician with no diminution of quality and equiva- 
lent patient care satisfaction. 

• By virtue of PA education in primary care and the ability of PAs to work in 
all medical and surgical specialties, PAs expand access to care in medically un- 
derserved rural and urban communities. 

• By design, the physician assistant profession extends the reach of medicine and 
the promise of health to the most remote and in-need communities of our Na- 
tion. 

In addition to the need to produce more primary care physicians, it is crit- 
ical that Congress support expansion of PA programs as they develop strate- 
gies for addressing health care workforce challenges. 

• Funds should be made available to PA educational programs to increase the PA 
workforce, which in turn, will extend physicians’ ability to provide. 

• The Title VII, Public Health Service Act’s Health Professions Program is suc- 
cessful in training health care professionals for practice in medically under- 
served communities. Funding for PA educational programs is woefully under- 
funded and must be increased. 

• The single largest barrier to PA educational programs educating more PAs is 
a lack of clinical training sites. Attention must be directed to investing in the 
number of these sites, including loan repayment for preceptors in primary care 
medical practices and/or the increased use of VA facilities as clinical training 
sites for PA educational programs. 

• Funds must be made available to increase the number of faculty at PA edu- 
cational programs. Eligible PA students are being turned away because of the 
lack of faculty and clinical sites. 

• Faculty loan repayment, including funding to attract faculty from diverse back- 
grounds, is also critical for PA educational programs. 

• Federally supported student loans and increased opportunities through the Na- 
tional Health Service Corps are key to attracting PA students and clinicians to 
primary care. 

• Graduate medical education funding should be used to support the educational 
preparation of physician assistants in hospitals and outpatient, community- 
based settings. 

Physician assistants are key to health care reform. However, to be fully uti- 
lized, current barriers to care that exist in Federal law must be addressed. 

• The Medicare statute must be amended to allow PAs to order home health, hos- 
pice, and skilled nursing facility care, as well as to provide hospice care for 
Medicare beneficiaries. (A 2009 report by the Lewin Group estimates an overall 
cost savings through implementation of the four PA Medicare provisions.) 

• Medicaid should be updated to require States to reimburse all covered services 
provided by PAs under the fee-for-service plan. Additionally, Medicaid should 
recognize PAs as primary care case managers through managed care plans. 

• The Federal Employee Compensation Act needs to be updated to allow PAs to 
diagnose and treat Federal employees who are injured on the job. 

• Physician assistants must be fully integrated into new models of care, including 
the primary care medical home and chronic care coordination. 

In brief, AAPA recommends the following changes to the House Health Care 
Reform Discussion Draft — 

• Explicitly recognize physician assistants as primary health care providers 
throughout the bill. 

• Incorporate the Senate HELP Committee language on reauthorization of the 
Public Health Service Act’s Title VII Program, including a 15% carve for PA 
educational programs in Title VH training on primary care medicine, an up- 
dated definition of PA educational programs, and faculty loan repayment for PA 
education programs. 

• Revise Medicare to allow PAs to order home health, hospice and skilled nursing 
facility care, as well as to provide hospice care for Medicare beneficiaries. (A 
2009 report by the Lewin Group estimates an overall cost savings through imple- 
mentation of the four PA Medicare provisions. ) 



292 


On behalf of the nearly 75,000 clinically practicing physician assistants (PAs) rep- 
resented by the American Academy of Physician Assistants (AAPA), thank you for 
the opportunity to submit written testimony for the hearing record of the House 
Committees on Education and Labor, Energy and Commerce, and Ways and Means. 

AAPA Principles for Health Care Reform 

AAPA has a longstanding history of support for universal health care coverage. 
Among the Academy’s key principles for health care reform — 

• The AAPA believes the primary goal of a comprehensive health care system re- 
form is to ensure access to quality, affordable, and cost efficient health care for 
all residents of the United States. 

• The AAPA supports a health care system that will provide basic services to all 
residents. 

• The AAPA supports health care that is delivered by qualified providers in phy- 
sician-directed teams. 

• The AAPA supports reform that confronts the limits of care and resources. 

• The AAPA believes that fair and comprehensive reform of the medical liability 
insurance system is needed. 

• The AAPA endorses system reform that enhances the relationship between the 
patient and the clinician. 

Physician Assistants 

Physician assistants are licensed health professionals, or in the case of those em- 
ployed by the Federal Government, credentialed health professionals, who — 

• Practice medicine as a team with their supervising physicians. 

• Exercise autonomy in medical decisionmaking. 

• Provide a comprehensive range of diagnostic and therapeutic services, including 
performing physical exams, taking patient histories, ordering and interpreting 
laboratory tests, diagnosing and treating illnesses, assisting in surgery, writing 
prescriptions, and providing patient education and counseling. 

• May also work in educational, research, and administrative settings. 

PAs always work with physicians. However, this does not mean that the physician 
is necessarily on site, nor does it suggest that PAs do not make autonomous medical 
decisions. PAs employed by the State Department, for example, may work with a 
physician who is a continent away and available for consultation by telecommuni- 
cation. 

PAs are located in almost all health care settings and in every medical and sur- 
gical specialty. Nineteen percent of all PAs practice in nonmetropolitan areas where 
they may be the only full-time providers of care (State laws stipulate the conditions 
for remote supervision by a physician). Approximately 41 percent of PAs work in 
urban and inner-city areas. Approximately 44 percent of PAs are in primary care. 
Nearly one-quarter of clinically practicing PAs practice in surgical specialties. 
Roughly 80 percent of PAs practice in outpatient settings. 

PAs are covered providers within Medicare, Medicaid, Tri-Care, and most private 
insurance plans. Additionally, PAs are employed by the Federal Government to pro- 
vide medical care, including the Department of Defense, the Department of Vet- 
erans Affairs, the Public and Indian Health Services, the State Department, and the 
Peace Corps. 

AAPA estimates that in 2008, over 257 million patient visits were made to PAs 
and approximately 332 million medications were written by PAs. 

Overview of Physician Assistant Education 

Physician assistant programs provide students with a primary care education that 
prepares them to practice medicine with physician supervision. PA programs are lo- 
cated at schools of medicine or health sciences, universities, teaching hospitals, and 
the Armed Services. All PA educational programs are accredited by the Accredita- 
tion Review Commission on Education for the Physician Assistant, an organization 
composed of representatives from national physician groups and PAs. 

The average PA program is 26 months and is characterized by a rigorous, com- 
petency-based curriculum with both didactic and clinical components. The first 
phase of the program consists of intensive classroom and laboratory study, providing 
students with an in-depth understanding of the medical sciences. More than 400 
hours in classroom and laboratory instruction are devoted to the basic sciences, with 
over 70 hours in pharmacology, more than 149 hours in behavioral sciences, and 
more than 535 hours of clinical medicine. 
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The second year of PA education consists of clinical rotations. On average, stu- 
dents devote more than 2,000 hours or 50-55 weeks to clinical education, divided 
between primary care meicine and various specialties, including family medicine, 
internal medicine, pediatrics, obstetrics and gynecology, surgery and surgical spe- 
cialties, internal medicine subspecialties, emergency medicine, and psychiatry. Dur- 
ing clinical rotations, PA students work directly under the supervision of physician 
preceptors, participating in the full range of patient care activities, including patient 
assessment and diagnosis, development of treatment plans, patient education, and 
counseling. 

After graduation from an accredited PA program, the physician assistant must 
pass a national certifying examination jointly developed by the National Board of 
Medical Examiners and the independent National Commission on Certification of 
Physician Assistants. To maintain certification, PAs must log 100 continuing med- 
ical education credits over a 2-year cycle and reregister every 2 years. Also to main- 
tain certification, PAs must take a recertification exam every 6 years. 

The majority of PA educational programs offer master’s degrees, and the over- 
whelming majority of recent graduates hold a master’s degree. 

Title VII Support of PA Education Programs 

The Title VII support for PA educational programs is the only Federal funding 
available, on a competitive application basis, to PA programs. Unfortunately, the 
level of support has eroded from the highest level of $7.5 million in FY 2005 to $2.6 
million in FY 2007. 

Targeted Federal support for PA educational programs is authorized through sec- 
tion 747 of the Public Health Service Act. The funds are used to encourage PA stu- 
dents, upon graduation, to practice in underserved communities. These goals are ac- 
complished by funding PA education programs that have a demonstrated track 
record of: placing PA students in health professional shortage areas; exposing PA 
students to medically underserved communities during the clinical rotation portion 
of their training; and recruiting and retaining students who are indigenous to com- 
munities with unmet health care needs. 

The Title VII program works. 

• A review of PA graduates from 1990-2006 demonstrates that PAs who have 
graduated from PA educational programs supported by Title VII are 59% more 
likely to be from underrepresented minority populations and 46% more likely 
to work in a rural health clinic than graduates of programs that were not sup- 
ported by Title VII. 

• A study by the UCSF Center for California Health Workforce Studies found a 
strong association between physician assistants exposed to Title VII during 
their PA educational preparation and those who ever reported working in a fed- 
erally qualified health center or other community health center. 

The PA programs’ success in recruiting underrepresented minority and disadvan- 
taged students is linked to their ability to creatively use Title VII funds to enhance 
existing educational programs. Without Title VII funding, many special PA training 
initiatives would be eliminated. Institutional budgets and student tuition fees are 
not sufficient to meet the special, unmet needs of medically underserved areas or 
disadvantaged students. The need is very real, and Title VII is critical in leveraging 
innovations in PA training. 

Need for Increased Targeted Support for PA Education 

Federal support must be directed to PA educational programs to stimulate growth 
in the PA profession to meet the needs of universal health care coverage. Targeted 
funding should be directed to — 

• The use of Title VII funds for recruitment and loan repayment for faculty in 
PA educational programs. 

• Incentives to increase clinical training sites for PA education. 

• Federally backed loans and loan repayment programs for PA students. 

Eliminating Barriers to Care in Federal Law 

Eliminating current barriers to medical care provided by PAs that exist in the 
Medicare, Medicaid, and the Federal Employees Compensation Act (FECA) laws 
would do much to expand access to needed medical care, particularly for patients 
living in rural and other medically underserved areas. 

• AAPA believes that the intent of the 1997 Balanced Budget Act was to cover 
all physician services provided by PAs at a uniform rate. However, PAs are still 
not allowed to order home health, hospice, skilled nursing facility care, or pro- 
vide the hospice benefit for Medicare beneficiaries. At best, this creates a mis- 
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use of the patient’s physician’s and PA’s time to find a physician signature for 
an order or form. At worst, it causes delayed access to care and inappropriate 
more costly utilization of care, such as longer stays in hospitals. For patients 
at end-of-life, it creates an unconscionable disruption of care. (A 2009 report by 
the Lewin Group estimates an overall cost savings through implementation of the 
four PA Medieare provisions. ) 

• Although most States recognize services provided hy PAs in their Medicaid pro- 
grams, it is not required hy law. Consequently, some State Medicaid Directors 
pick and choose which services provided hy PAs they will cover. Others impose 
coverage limitations not required by State law, such as direct supervision by a 
physician. 

• Although nearly all State workers’ compensation programs recognize the ability 
of PAs to diagnose and treat State employees who are injured on the job, the 
Federal program does not. As a result. Federal workers who are injured on the 
job may be rerouted to emergency rooms for workers’ compensation-related care, 
rather than to go to a practice where the PA is the only available health care 
professional. 

The Medicare, Medicaid, and FECA statutes create Federal barriers to care that 
do not exist in State law. The barriers need to be eliminated to promote increased 
access to the quality, affordable medical care provided by PAs. 

Integrate PAs into New Models of Care 

AAPA is concerned that health care reform could create new, unintended barriers 
to care provided by PAs unless special attention is devoted to ensuring that PAs are 
fully integrated into the medical home and chronic care coordination models of care. 

PAs always work with physicians, but in many rural and other underserved 
areas, the PA is the face of health care. The PA is the medical professional who de- 
velops the care plan and coordinates the care. PAs also own and/or provide care in 
rural health clinics and other settings that may serve as the patient’s primary med- 
ical home. It is critical that the medical home and chronic care management models 
of care recognize the ability of PAs to develop and manage medical care plans, with- 
out unnecessary limitations. And, it is important that PA-run clinics and practices 
be eligible for reimbursement from the new models of care. 

Medicare Physician Payment Reform 

It is critically important that health care reform legislation contains a long-term 
solution to Medicare’s physician payment system. The current system is simply not 
sustainable, nor is it fair to the health care professionals who provide medical care 
for Medicare beneficiaries. 


American Association of Colleges of Pharmacy 

Dear Chairmen Miller, Waxman, and Rangel: 

The American Association of Colleges of Pharmacy (AACP) is pleased with the 
overall intent of the legislative discussion draft released by your three Committees 
last week. Your combined commitment to increasing all Americans’ access to high- 
quality health care is certainly commendable. The legislation’s focus on opportuni- 
ties for preventing unnecessary illness and keeping our citizens well is an approach 
that has been too long in coming. Our intent is to work with you and the Commit- 
tees to make sure this opportunity becomes a reality. 

The issue of how we will pay for reorganizing our health care delivery system is 
certainly important, but it is beyond the scope of our organization’s mission. We are 
fully prepared to assist you in creating a reorganized system that makes the best 
use of the research, teaching, and service mission of pharmacy faculty. Pharmacy 
faculty can be of particular assistance, especially in the areas of quality improve- 
ment and measurement, wellness and prevention, workforce preparation, and the 
necessary research that establishes the evidence-base to improve the quality of care 
patients receive. 

Affordable Health Care Choices 

We encourage you, in both public and private plans, to make any and all 
efforts to ensure that patients have access to team-based, patient-centered 
care as discussed in the 2003 report of the Institute of Medicine, “Health 
Professions Education; A Bridge to Quality.” Quality improvement is predi- 
cated on the needs of the patient to be addressed by a community of care. This ap- 
proach to care delivery also reflects another lOM report from 1994 on primary care 
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that was authored due to the growing complexity of and interdependencies within 
health care delivery. 

How care delivery is organized is just as important as what care is included in 
an essential benefits package, whether in a public or private plan. 

Therefore, we strongly encourage you to create opportunities for care to 
be delivered in a collaborative manner, making best use of the knowledge 
and skills of all health professionals (acting within their individual scopes 
of practice) focused on the needs of the patient, not the payment expecta- 
tions of the providers. 

This approach will go a long way toward increasing access to the primary type 
of care, including medication therapy management, that all patients need, especially 
the chronically ill and elderly. This team-based approach has been successfully em- 
ployed in several State Medicaid programs including Community Care of North 
Carolina and integrated health care systems such as InterMountain Health in Colo- 
rado and Geisinger Health in Pennsylvania. 

Academic pharmacy is actively engaged with the types of delivery system exam- 
ples above, as well as a host of others including those within family physician of- 
fices, ambulatory clinics associated with academic health centers, and increasingly 
with federally qualified health centers through a patient safety collaborative admin- 
istered by the Health Resources and Services Administration. The research of phar- 
macy faculty forms a significant evidence-base supporting collaborative, team-based 
approaches to care as the standard of care. This evidence-base readily leads to the 
development of quality measures for plan and provider incentive strategies, impor- 
tant elements in moving toward a reorganization of care systems. 

Medicare and Medicaid Improvements 

Medicare beneficiaries and Medicaid eligibles form a significant population that 
benefits from strong care coordination. Regardless of whether the difficulties of ac- 
cessing care are due to frailty or ability to pay, efficient and effective management 
of both clinical and community-based services is essential to help improve outcomes 
and reduce overall costs. 

We strongly support provisions within the discussion draft that direct 
care to be delivered in a much more comprehensive and coordinated fash- 
ion. 

We ask that these provisions more stridently state the need for care co- 
ordination, especially at transitions of care and for the chronically ill tak- 
ing multiple medications, to include medication therapy management serv- 
ices. 

With medications contributing a significant cost to any health plan, including 
Medicare and Medicaid, the integration of clinical pharmacy services, including 
medication therapy management, across the continuum of care is integral to improv- 
ing medication-associated outcomes and controlling costs. 

We recommend that your proposed medical home pilot be expanded to be 
the standard of care for both Medicare and Medicaid patients. 

This coordinated, team-based approach has the ability to focus care on the needs 
of a disease-specific patient population as well as a general community/service area. 
This is due to the recognition that including the appropriate community-of-care pro- 
viders focused on the needs of the patient population being served improves health 
outcomes and can reduce costs associated with care delivery. Academic pharmacy 
is actively engaged with these policy concepts. Faculty are currently working with 
hospitals to reduce readmissions due to medication-related problems that should 
have been addressed at discharge. Pharmacy faculty work with family physicians, 
their patients, and their patients’ caregivers to improve the management of pre- 
scribed medications, which improves medication-related outcomes and prevents 
medication-related problems that may lead to emergency room visits or hospital ad- 
missions. 

This team-delivered eare ean be aeeomplished within a variety of eon- 
texts ineluding those that utilize telehealth whieh makes your interest in 
inereasing the aecess to telehealth all the more important to remain in 
final legislation. 

Elderly and chronically ill populations account for a significant cost to any health 
plan or delivery system and assistance with the management of their medication 
use has been shown to improve health outcomes, reduce unnecessary care across the 
continuum of care, and reduce the overall cost of care delivery. 

AACP supports the establishment of a Center for Comparative Effective- 
ness. We recommend that the national research agenda include the com- 
parison of practice patterns. 
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This is important in developing the evidence-base associated with support for 
team-based, patient-centered approaches to care delivery. For example, team-based, 
patient-centered care is important in improving the management of the chronically 
ill and patients at transitions of care. The results of this type of research are much 
more amenable to the development of quality measures to assist providers in the 
delivery of evidence-based care. 

We ask you to clearly state that the results of comparative effectiveness 
research should not necessarily be focused on payment issues that have the 
potential to reduce provider participation in research networks required 
for this type of work. 

Inclusion of all the stakeholders in the development of this national re- 
search agenda will be important. Therefore, legislative language should 
clearly state that all health professionals, not just physicians, are expected 
to have a seat on the Commission. 

We strongly support the expansion of prevention and wellness programs 
and services into the Medicare and Medicaid programs. 

The Committees should stress the importance of increasing access to all public 
health interventions across a wide range of health professionals, including phar- 
macists. Expanded access to prevention and wellness programs and services through 
a wide range of health professionals increases the chances that a patient will make 
the behavioral change necessary to become more responsible for their individual 
health and that of their community. 

Public Health and Workforce Development 

Increasing access to high-quality care at an affordable price will require a sub- 
stantial reorganization of our health care delivery system. As we know, the United 
States spends more and receives less compared to other industrialized nations when 
it comes to many common population health measures. The final division of the dis- 
cussion draft does little to support the reorganization of health professions edu- 
cation toward the creation of professionals prepared to collaborate and provide cul- 
turally competent, team-based, patient-centered care, supported by informatics. 

The Committees eould do mueh more toward this end by reauthorizing 
the Public Health Service Act Title VII health professions programs and re- 
quiring all the programs to be interprofessional in nature to the extent pos- 
sible. 

Until the Federal financial support for health professions education is focused on 
meeting the lOM recommendations stated in its 2003 report, “Health Professions 
Education: A Bridge to Quality,” efforts to move toward an interprofessional health 
professions education model will languish since Federal policy may give the impres- 
sion that it is not of high importance. 

The Institute of Medicine defined primary care back in 1978, revised the defini- 
tion in 1984 and again in 1994. The rationale for the 1994 revision was to create 
a definition “that recognizes two important trends: the greater complexity of health 
care delivery and the greater interdependence of health professionals.” http://www. 
nap.edu/openbook.php?record id=9153&page=5. 

The 1994 lOM definition reflects primary care as a concept incorporating the 
“main, chief, or principle” aspects of health care delivery and moves beyond the 
“first-contact” concept that suggests an initial interaction and then triage to the ap- 
propriate level of care. http://www.nap.eduyopenbook.php?record ^id=9153&page=9. 

“Primary care is the provision of integrated, accessible health care services by cli- 
nicians who are accountable for addressing a large majority of personal health care 
needs, developing a sustained partnership with patients, and practicing in the con- 
text of family and community.” lOM 1994 http://www.nap. eduyopenbook.php?record 
_id=9153&page=15#p20003779ddd0000023. 

Over several decades, the United States Congress, recognizing the benefit to both 
individuals and communities of increased access to primary care, passed key legisla- 
tion that authorized programs intended to increase access to primary care. The need 
to provide rural and underserved communities access to primary care was the ra- 
tionale for establishing the National Health Service Corps. Increasing the supply of 
primary care providers created programs authorized under Title VII of the Public 
Health Service Act. Both of these Federal programs are focused on who is eligible 
to provide primary care. The legislative language makes primary care the responsi- 
bility of certain health care professionals. Both of these programs were established 
prior to the widespread appreciation, supported by lOM primary care definition re- 
visions, of the multidimensional aspect of primary care. 

The effectiveness of these programs is further questioned in light of the 2003 lOM 
report that indicates that health care professionals competent in team-based, pa- 
tient-centered practice may be one opportunity to close the quality chasm. The Na- 
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tional Health Service Corps program, with its placement of those health care profes- 
sionals deemed primary care providers through statute, makes no attempt to recog- 
nize the multidimensional aspect of primary care. It focuses solely on a health care 
professional. The negative aspects of this focus can and frequently does leave the 
designated provider isolated both from providers of his or her own profession, but 
more importantly, from those providers with whom he or she might establish a 
team-based, patient-centered approach to primary care delivery in keeping with the 
lOM’s current definition of primary care. 

There are Title VII programs that, at least legislatively, recomize that the com- 
plexity of our health care system creates significant need for health care profes- 
sionals to be educated through interprofessional approaches that establish team- 
based care as an acceptable and appropriate expectation upon graduation. 

The area health education centers (AHEC), geriatric education center (GEC), and 
HIV education center programs all address an area of national significance — pri- 
mary, geriatric and HIV care, respectively — the quality of which is improved by in- 
creasing the competence of health professions students to practice as teams focused 
on the needs of the patients for which they provide care. What is of concern is that 
the currently operating programs that Congress established to address past issues 
of national significance are not being readily considered as opportunities, through 
reauthorization and recommitment, for addressing new (or incompletely addressed) 
issues that impact the ability or willingness of our Nation’s health professionals to 
provide recommended care more than 50% of the time that is evidence-based, cul- 
turally appropriate, and that recognizes both individual and community deter- 
minants of the patients health status. 

Therefore, the Committees should first consider how existing health pro- 
fessions education programs, such as those authorized within Title VII, 
could, through reauthorization and recommitment, more readily address 
the development of team-based approaches to care, as well as test the as- 
sumptions of the benefits of this approach to quality, cost, and access. 

One recommendation would be for all Title VII programs, to the extent 
possible, support interprofessional education of health professionals that is 
focused on team-based, patient-centered approaches to care. 

The focus of that care could easily address health care issues that remain impor- 
tant to the Nation as a whole, such as primary, geriatric, and HIV care, as well as 
addressing new issues such as chronic illness, medication therapy management, and 
wellness and prevention. Such an approach would reduce the opportunity for dupli- 
cation of programmatic intent, increase buy-in to change from existing stakeholders, 
and build a team-based approach to policy development between current program 
and new proposal stakeholders. 

Academic pharmacy is a rich resource that has provided much of the medication- 
related evidence-base used to support many of the provisions within the proposals 
offered by your Committees, as well as those in the Affordable Health Choices Act. 
Pharmacy faculty remain committed to working with your Committees to ensure 
that new evidence is readily transmitted to policymakers and health care profes- 
sionals so that our Nation’s health care system continues to meet the needs of the 
patients it serves. Please do not hesitate to contact me to discuss how AACP and 
its members can be of assistance. 

Sincerely, 

William G. Lang IV, MPH 
VP Policy and Advocacy 
American Association of Colleges of Pharmacy 


Statement of the Ameriean Farm Bureau Federation 

The Ways and Means Committee, Energy and Commerce Committee and Edu- 
cation and Labor Committee recently released a health care reform discussion draft. 
The draft document suggests bold new programs such as a health insurance ex- 
change, a public health insurance option, a personal responsibility coverage require- 
ment and an employer requirement to provide coverage. Many items in the discus- 
sion draft are of interest to our Nation’s farmers and ranchers. 

Farm Bureau supports health care reform that improves and builds on our cur- 
rent health care delivery system. We believe that health care is primarily the re- 
sponsibility of individuals and support efforts to provide all Americans with access 
to quality and affordable health care. We support the promotion of personal 
wellness, fitness and preventive care as basic health goals. We oppose compulsory 
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national health insurance and any national health plan and favor instead tax incen- 
tives and market reforms that will expand health care coverage. Farm Bureau sup- 
ports direct government financial assistance for those unable to pay for their own 
health care. 

Rural Health Care 

Farm Bureau believes that any health care reform must address the disparities 
that exist between rural and nonrural communities. There continues to be a critical 
shortage of health care facilities and qualified health care professionals in rural 
areas. According to the Department of Health and Human Services, 20 percent of 
Americans live in rural areas while only 9 percent of physicians in America practice 
in those settings. In addition, many rural residents depend on small rural hospitals 
that face unique health care delivery challenges due to their size and case-mix. 
Transportation needs are also pronounced among rural residents, who face longer 
distances to reach health care. As a result, data shows rural residents are less likely 
to receive recommended preventive services and report, on average, fewer visits to 
health care providers. 

Farm Bureau supports equitable Medicare payment rates to rural hospitals and 
physicians as one way to preserve and expand health care services in rural areas 
and supports rural access protection provisions contained in the discussion draft. 
Prior to 2003, Medicare reimbursements for rural providers were lower than those 
for urban and suburban providers disadvantaging those who live in nonmetropolitan 
areas. Since then, the inequity has been corrected through a series of temporary leg- 
islative fixes that need to be made permanent. This is especially critical if Medicare 
reimbursement rates become the basis for establishing pa 3 Tnents for other service 
providers and health care professionals as proposed. 

Farm Bureau believes that Health Information Technology (HIT) has the capacity 
to transform our Nation’s health care delivery system into a higher-quality more ef- 
ficient system. The discussion draft contains an important new initiative to expand 
and enhance Medicare beneficiary access to telehealth services. Such programs will 
aid the many rural Americans who are unlikely to enjoy the benefits of HIT due 
to the current lack of access to advanced telecommunications services in their com- 
munities. We caution against provisions that would penalize rural areas that are 
technically unable to rapidly employ health Internet technology. 

Farm Bureau supports government programs and incentives that encourage 
health care professionals to practice in areas without adequate medical care, many 
of which are in rural America. We support provisions contained in the draft proposal 
that would increase scholarships and loans to students who agree to provide health 
care services in medically underserved areas after graduation. 

Individual Requirements 

Health care reform must not only address access but also cost. Farming and 
ranching businesses operate on tight profit margins and are cyclical, with unprofit- 
able years nearly as common as profitable ones. Health insurance costs are an ongo- 
ing and significant expense for farmers and ranchers and for this reason we oppose 
compulsory health insurance in the form of an individual coverage mandate. 

A high proportion of farmers and ranchers are self-employed individuals, and as 
such purchase their own health insurance. We are concerned that prescribing na- 
tional minimum benefit requirements will increase the price of insurance. When 
coverage is out of reach because of cost, imposing a 2 percent tax on adjusted gross 
income will only create CTeater financial hardship for our Nation’s farms and 
ranches and the families they support. The discussion draft allows individuals and 
their dependents to keep current coverage and indefinitely continue their health in- 
surance policies allowing them the option to continue coverage that they can cur- 
rently afford. 

Farm Bureau supports tax incentives that help individuals pay for health care 
and afford health insurance for their families. We recommend continuation of the 
tax deduction for health insurance premiums paid by the self-employed and, because 
many farmers and ranchers pay as much or more in self-employment taxes as they 
do in income taxes, we recommend that a deduction also be allowed against the 15.3 
percent self-employment tax. We support eliminating the 7.5 percent adjusted gross 
income threshold so that all medical expenses are deductible and expanding tax in- 
centives for health savings accounts (HSAs). We are opposed to proposals to limit 
the deductions for HSAs and out-of-pocket medical expenses. 

Employer Requirements 

Any health care reform passed by Congress must not unduly burden farm and 
ranch businesses who employ others or impose costs that they cannot afford. As 
stated before, farming and ranching businesses operate on tight profit margins and 
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are cyclical. Requiring employers to provide insurance coverage or pay a teix equal 
to 8 percent of payroll will put added financial strain on already struggling farm 
and ranch businesses. Any new teix is troubling because, like insurance premiums, 
payment will be due whether or not a farm or ranch business turns a profit. For 
this reason, we do not support an employer mandate to “play or pay.” 

Farm Bureau supports tax credits to help farmers and ranchers who struggle to 
provide insurance for their employees. The discussion draft proposes an important 
employer exemption for certain yet-to-be-defined small businesses and would create 
tax credits for small employers to help with insurance costs. It also contains an im- 
portant 5-year grace period for current group health plans. Farm Bureau supports 
both a small employer exemption and tax credits and asks that small farm and 
ranch employers not be disqualified from eligibility because they hire seasonal or 
temporary workers. 

Many farms are small businesses with large labor needs for only a very short pe- 
riod of time. For example, a small farmer with 50 acres of cherries might have no 
full-time employees other than family members and yet hire 60 or 70 workers for 
2 or 3 weeks per year. It will be counterproductive to the goal of expanded coverage 
to deny tax credits to small businesses that temporarily exceed employment thresh- 
olds. For small farm and ranch businesses, the administrative and financial burden 
of providing a health care program for temporary or seasonal workers would be 
truly overwhelming. 

There is also uncertainty about whether or not affordable short-term coverage will 
be available for temporary or seasonal agriculture workers, some of whom may be 
employed on multiple farms or ranches for just a few days each. In cases where a 
seasonal or temporary worker has multiple employers, there are questions about 
who would be responsible to purchase health insurance and how coverage would be 
coordinated to avoid duplication and unnecessary expense. Farm Bureau believes 
seasonal and temporary workers should be exempt from employer provided health 
coverage requirements. 

Market Reforms 

The discussion draft proposes the creation of a health insurance “exchange” to 
make it easier for individuals and employers to compare and purchase insurance 
products. Farm Bureau believes that an exchange will increase the availability, 
quality and affordability of health care without the creation of a public insurance 
option. Farm Bureau supports efforts to foster health care competition but believes 
that such an exchange should not preempt State regulation or the authority of 
States to determine coverage requirements. 

Another market reform supported by Farm Bureau is the creation of voluntary 
regional insurance purchasing cooperatives to expand the availability of insurance 
coverage. Pooling arrangements would allow business owners to join together to pur- 
chase health insurance at lower rates, expand health care options and lower admin- 
istrative costs. It is important to Farm Bureau that such cooperatives remain sub- 
ject to State regulation. 

Sugar-sweetened Beverage Tax 

Farm Bureau is concerned about the proposal to use a sugar-sweetened beverage 
excise tax to fund health care reform. We oppose taxes on any agricultural com- 
modity to fund health care programs. The obesity problem in this country is rooted 
in many factors, including a lack of exercise and poor nutrition education. Teixing 
sugar-sweetened beverages is an oversimplified attempt to address a health issue 
that goes far beyond consumption. 


Statement of the American Society for Clinical Pathology 

On behalf of the American Society for Clinical Pathology (ASCP), we commend 
you and the Committee for its leadership and efforts to reform health care delivery 
in America. ASCP concurs with you about the need and urgency to reform the way 
health care is provided in the United States. Moreover, it is imperative that efforts 
to reform health care address many of the long standing inefficiencies and inequities 
that have plagued our health system for years. 

The ASCP is a 501(c)(3) nonprofit medical specialty society representing 130,000 
members nationwide. Our members are board certified pathologists, other physi- 
cians, clinical scientists, certified medical technologists and technicians, cytotechnol- 
ogists, and educators. ASCP is one of our Nation’s largest medical specialty societies 
and is the world’s largest organizations representing the field of laboratory medicine 
and pathology. As the leading provider of continuing education for pathologists and 
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medical laboratory personnel, ASCP enhances the quality of the profession through 
comprehensive educational programs, publications, and self-assessment materials. 

ASCP would like to begin by offering some comments on self-referral, an issue 
that has received some attention in discussions regarding what should be involved 
in health care reform hut not with the breadth and scope we believe is necessary. 
Following these comments, we offer ASCP’s views on a number of the policies op- 
tions that have been brought up in congressional discussions surrounding health 
care reform. 

Self-Referral 

ASCP firmly believes that health care reform discussions to date have not ade- 
quately explored the impact of self-referral on the increasing utilization of medical 
and health care services and the need for Stark law reform, specifically as it relates 
to the exclusions contained within the law’s in-office ancillary services exception 
(lOASE). ASCP is very concerned about the proliferation of a number of arrange- 
ments designed to enable referring providers to profit from their referrals. Over the 
last few years, a number of physician group practices have increasingly sought to 
exploit “so-called” loopholes in the lOASE to capture the reimbursement for ana- 
tomic pathology services. 

Last year, CMS inadvertently opened the door for additional self-referral billing 
abuses. We have seen over the last few years a significant increase (41 percent be- 
tween 2002 and 2007) in charges for and utilization of anatomic pathology services 
(CPT code 88305). We believe much of this increase is caused by self-referral. In 
fact, it was CMS’ concern about abusive billing practices for anatomic pathology 
services that prompted a recent multi-year effort to revise the agency’s anti-markup 
rule. 

As CMS noted in its proposed rules implementing the Stark I law, self-referral, 
markups and certain abusive contractual arrangements can distort rational medical 
decisions, lead to the overutilization of health care services and higher medical costs 
for patients and third-party payers, and “cause unfair competition by freezing out 
competitors” unwilling to engage in such practices. These arrangements can also ad- 
versely affect patient welfare as well as undermine patient trust in the medical pro- 
fession. Patients most likely to be affected by these inappropriate practices are often 
uninsured and those covered by private payers that have not adopted safeguards 
similar to those designed to protect the Medicare program from abusive billing prac- 
tices. 

In 2007, the Department of Health and Human Services Office of the Inspector 
General (OIG) launched an investigation into anatomic pathology-related self-refer- 
ral. GIG published three audits of physician group practices to examine their utili- 
zation of anatomic pathology services after entering into business arrangements to 
capture pathology reimbursements. These arrangements typically utilized a “pod 
lab” or other contractual joint venture arrangement to obtain the revenues intended 
for the performance of the technical and professional components of anatomic pa- 
thology services. 

The OIG audits reveal an alarming increase in the utilization of anatomic pathol- 
ogy services once these group practices were able to capture the pathology-related 
revenues. In the year after the three urology practices entered into arrangements 
allowing them to profit from their referrals, their utilization of pathology services 
increased 699%, 230%, and 26%, respectively. One urology group practice increased 
its per patient utilization of pathology services from one unit of service to almost 
9 units of service. With Medicare reimbursing the examination of a biopsy speci- 
men at about $110 per specimen this represents a cost increase of almost $900 per 
patient. 

In addition, the OIG audits reveal that all of the audited physician groups billed 
significantly more biopsies than the area Medicare carrier paid on average to other 
providers — 124%, 65%, and 58%, respectively. It is difficult to justify such signifi- 
cant increases in utilization over a 2-year period on changes in “clinical practice,” 
considering the comparison with the billing practices of other area providers. 

When CMS first started to examine these billing abuses, much of its efforts were 
focused on “pod labs.” These arrangements were described in a 2005 Wall Street 
Journal article. Since then, and due in part to CMS’ initial efforts to curtail these 
abusive arrangements, new arrangements known as in-office histology laboratories 
have been established by a number of physicians ordering anatomic pathology serv- 
ices to enable them to exploit the lOASE under the guise of “enhanced patient care.” 

The lOASE was intended to allow referring physicians to bill for services that are 
provided during a patient visit. Anatomic pathology services, however, are not ancil- 
lary services in that the proper processing of biopsied tissues is time consuming and 
cannot be performed during the patient visit. As anatomic pathology is not truly an 
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ancillary service, ASCP strongly encourages the Committee to remove anatomic pa- 
thology from the Stark Law’s lOASE. 

Physician Quality Reporting Initiative: 

Allowing Participation in a Maintenance of Certifieation Program 

ASCP strongly supports amending the Physicians Quality Reporting Initiative 
(PQRI) to allow physicians participating in maintenance of certification (MOC) pro- 
gram to receive PQRI incentive payments. As a certification agency for nonphysician 
clinical laboratory professionals we can attest to the important role that such pro- 
grams can have on quality. Another reason we believe that allowing for participa- 
tion in a MOC program is warranted is the concern that inter-specialty payment 
differentials could steer the next cadre of physicians away from specialties that lack 
approved quality measures, raising the prospect of shortages within these special- 
ties. Given the difficulty of developing quality measures for all physician specialties 
and subspecialties, we believe allowing for participation in a MOC program is appro- 
priate. 

ASCP supports incentive payments for physicians participating in initiatives to 
improve quality, such as the PRQI. While we have concerns about what we believe 
are design flaws with the program, we believe that patient care is best enhanced 
by the extension of the PQRI incentive payments. One of our concerns with the 
PQRI relates to those physician specialties or subspecialties that are not served by 
an approved quality measure, such as molecular pathology. Consequently the pay- 
ment structure of PQRI can adversely affect the reimbursement prospects of certain 
physicians through no fault of their own. We do not believe that this is fair, espe- 
cially since options under consideration by Congress for the incentive program call 
for cutting physician reimbursement in 2013-2014 for those physicians that do not 
participate in the program. Allowing physicians to participate in MOC programs re- 
moves this problem with the PRQI. 

Transparency and Evidence-Based Decisionmaking for Imaging Services: 
Transparency in Self-Referrals 

ASCP is concerned about the limited scope of proposals to require physician dis- 
closure of financial interest in certain imaging services provided to patients through 
the lOASE. ASCP believes that it is clear that abuse of the lOASE is occurring. 
While Congress’ interest on this issue seems to be focused largely on self-referral 
related to imaging and physician-owned hospitals, self-referral, especially as it re- 
lates to abuse of the lOASE, is a growing problem for a number of physician serv- 
ices. 

If Congress truly wishes to rein in utilization increases resulting from self-refer- 
ral, it must act to amend the in-office ancillary services exception to remove those 
services from the list that are not truly ancillary services, such as anatomic pathol- 
ogy. 

Promotion of Adherence to Appropriateness Criteria for Imaging Services: 
Transparency in Self-Referrals 

ASCP appreciates congressional interest and efforts to curb abusive billing prac- 
tices, such as abuse of the lOASE. While we appreciate the intent of this proposal 
to address self-referral of imaging services by providing lower differential payments 
to ordering providers, this proposal will ultimately fail to stop billing abuse, over- 
utilization, and its accompanying increases in health care costs. 

So as long as the differential payment still provides the ability for a referring pro- 
vider to profit from his or her referrals, self-referral will likely continue. We believe 
that it would be more effective to reexamine the Stark law’s lOASE or to reexamine 
certification of need requirements. Some of the services that are currently listed in 
the in-office ancillary services exception, such as pathology, are not truly ancillary 
services — services that can be performed on the patient during a patient visit. For 
example, anatomic pathology services require extensive and time-consuming proc- 
essing that prevents the analysis of biopsied tissue during a patient visit. We 
strongly recommend removing anatomic pathology from the lOASE. 

Chronic Care Management Innovation Center 

With regard to proposals to establish a Chronic Care Management Innovation 
Center at CMS, ASCP is concerned about proposals to utilize a “standard process 
that would be developed to evaluate the design and performance of pajnnent models 
under consideration for broad-scale testing.” Our concern here is that the criteria 
that may be most appropriate to evaluate one demonstration project, may not be ap- 
propriate for other projects. We are particularly concerned about the criteria that 
may be adopted to assess quality during a demonstration. For example, during one 
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recent demonstration project, CMS relied on a measure akin to accreditation status, 
which fails to allow for a quantitative assessment of the facilities performance dur- 
ing the course of a demonstration project. 

The Sustainable Growth Rate 

ASCP believes that the Sustainable Growth Rate (SGR) should be repealed this 
year and replaced with an updated system that reflects increases in physicians’ and 
other health professionals’ practice costs. A realistic budget baseline for future 
Medicare pa3Tnent updates that accurately reflects the anticipated costs of providing 
physicians with positive updates under a new update system in lieu of SGR-related 
cuts should be incorporated into the Federal budget. 

Should Congress and the Administration decline to repeal the SGR this year, it 
should adopt a transitional approach that does the following: 

• Establish by law a roadmap for complete replacement of the SGR by 2015. 

• Provide stability and predictability with positive, funded updates from 2010- 
2015 set by statute and linked to the Medicare Economic Index (MEI) for each 
year until a replacement takes effect. 

• Establish a realistic baseline for Medicare spending on physician services that 
eliminate the assumption that SGR-driven cuts will be implemented, thereby 
greatly reducing the score assigned to legislation to repeal the SGR. 

• Use regulatory authority to remove physician-administered drugs from the SGR 
from 1996 on to help reduce the cost of repeal. 

• Use regulatory authority to adjust the Medicare Economic Index to include all 
the costs of a current medical practice and use realistic productivity assump- 
tions. 

Encouraging Health IT Use and Adoption in Support of Delivery System 
Reform Goals 

Laboratory medicine and pathology is responsible for 60-70 percent of all patient 
diagnoses and treatments, and yet it is responsible for less than 2 percent of overall 
Medicare spending. Pathology and laboratory medicine’s contributions are regularly 
overlooked. Pathology and laboratory medicine, along with pharmacy and imaging, 
is one of the areas of health care best positioned to contribute to Health Information 
Technology systems and Electronic Health Records (EHRs). Much, if not most, of the 
data that will likely be contained in patient EHRs will be pathology and laboratory 
test data. 

We suspect that much of the EHR records submitted by hospitals to qualify for 
Medicare EHR incentive payments will come from the hospital clinical laboratory, 
possibly even when the hospital has contracted out for much of its laboratory serv- 
ices. Moreover, since an independent clinical laboratory owned and operated by a 
pathologist appears to be eligible for the Medicare EHR incentives, it seems odd, 
and unfair, that other independent clinical laboratories would not be able to qualify 
for the incentive program. We believe that this could slow the adoption of HIT/EHR. 
As a result, ASCP encourages the Committee to allow all independent clinical lab- 
oratories to qualify for EHR incentive payments. 

Physician Payment Sunshine 

ASCP supports transparency in the relationship between providers and manufac- 
turers; however we do not believe that this proposal has sufficient breadth. ASCP 
believes that physician self-referral is a major issue and one that is responsible for 
a large share of the increases in health care costs, particularly with respect to in- 
creased utilization of health care services per patient. As a result, ASCP believes 
that provider submission of payment and ownership information should be extended 
to physicians ordering medical services through other physicians, providers, or enti- 
ties with or in which they have an ownership or financial interest. 

One of our concerns has been the increasing utilization of anatomic pathology 
services by physicians in a position to profit from (markup) their referrals. We sug- 
gest that as part of the reform process, CMS be required to revise its Medicare 
claims forms to better capture information that would reveal when providers or enti- 
ties, such as independent clinical laboratories, are billing for services by a provider 
or group practice that has an ownership or other financial interest in that labora- 
tory or entity. We believe that this latter proposal will help shed more light on the 
problems that can be caused by pod labs and in-office histology (technical compo- 
nent) laboratories, both of which can facilitate physician self-referral. Moreover, 
these entities may be responsible for the significant increases in charges and utiliza- 
tion of anatomic pathology services (CPT 88305). 
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Developing a National Workforee Strategy 

ASCP believes there is an urgent need to develop a national workforce strategy. 
ASCP shares the concerns expressed by the American Association of Medical Col- 
leges (AAMC) that physician shortages could impede our Nation’s health care re- 
form efforts. Recent findings from AAMC’s Center for Workforce Studies project that 
an enrollment increase of 6,000 in medical and osteopathic schools between 2002 
and 2013 would not be enough to ameliorate the estimated shortage of as many as 
100,000 physicians or more in the coming years. Furthermore, medical school enroll- 
ment increases will not lead to net increases in the physician supply without a cor- 
responding increase in residency training positions. 

In addition, ASCP does not believe sufficient attention or funding is being pro- 
vided for documented allied health professions shortages, such as for clinical labora- 
tory professionals. A recent report on allied health personnel shortages (including 
nursing) in California was conducted by Health Workforce Solutions for the Cam- 
paign for College Opportunity. The report concluded that the profession experi- 
encing the greatest need was technologist-level laboratory practitioners. Unfortu- 
nately, over the last few years many of the accredited clinical laboratory programs 
training our next cadre of laboratory professionals have closed, further eroding our 
Nation’s ability to address staffing shortages. With laboratory professionals respon- 
sible for performing the laboratory tests that account for 60-70 percent of medical 
diagnoses and treatments, increased government attention to this shortage is in the 
Nation’s best interests. 

Health Insurance Benefit Options 

We urge Congress to make sure that when legislating the benefits required for 
insurance plans, that the list of covered services includes clinical laboratory diag- 
nostic testing and screening. It is necessary to include laboratory services to ensure 
that all insurance plans provide coverage for these services. Laboratory services are 
essential for prompt and effective patient diagnoses and treatments. Further, clin- 
ical laboratory testing is a key component of preventive medicine and failure to spe- 
cifically cover these services could undermine the Committee’s previously stated 
goals to emphasize prevention and wellness. 

Promotion of Prevention and Wellness in Medieine 

Given the importance of laboratory testing to early, more affordable diagnoses and 
treatments, we believe it is necessary to specifically add the performance of appro- 
priate clinical laboratory testing as a central component of a Medicare comprehen- 
sive health risk assessment and personal prevention plan. 

Incentives to Utilize Preventive Serviees and Engage in Healthy Behaviors 

Regarding congressional proposals to remove or limit cost-sharing (copa 3 unent, de- 
ductible or both) for preventive services covered under Medicare and rated “A” or 
“B” by the U.S. Preventive Services Task Force (USPSTF), we do not believe that 
USPSTF should solely be tasked with such determinations. Other groups such as 
the Advisory Committee on Immunizations Practices, Institutes of Medicine, the 
Centers for Disease Control and Prevention, National Institutes of Health, medical 
specialty associations, patient care groups, scientific societies and the Clinical Lab- 
oratory Improvement Advisory Committee should be added. 

We note that the USPSTF’s recommendations do not call for annual screening of 
individuals 30 and older who are at risk for having or developing type 2 diabetes 
mellitus or screening all patients with diabetes mellitus for chronic kidney disease 
annually, both of which is recommended by the American Association of Clinical 
Endocrinologists. We believe that such screening is justifiable not only from a prop- 
er patient care perspective but also on cost benefit grounds. 

Moreover, we believe that it would be beneficial for recommendations from the 
USPSTF and the aforementioned groups to be reviewed and approved by the Na- 
tional Quality Forum consensus standards process for inclusion in CMS’ pay-for-per- 
formance incentive program. 

ASCP also believes that patient care would be enhanced by broadening the cur- 
rent composition of the USPSTF, which is comprised solely of primary care physi- 
cians, to include other specialties and public health professionals. 

Adjusting Reimbursement for High-Growth, Over-Valued Physician Serv- 
ices 

ASCP believes that physician and other health care services, such as clinical lab- 
oratory tests, should be rationally and adequately valued. While the proposal to ad- 
just reimbursement may have merit, we have concerns about several congressional 
proposals that have received attention. Unless reform clearly allows for readjusting 
reimbursement for those services that are currently undervalued, these reforms will 
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lack rationale and have the potential to adversely affect access to important health 
care services. An effort that focuses solely on those services that are overreimbursed 
could limit access to essential services as providers may elect not to provide those 
services that are underreimbursed. 

Modifying Beneficiary Contributions: 

Making Beneficiary Contributions More Predictable 

ASCP is concerned about the discussions to apply a 20 percent copay to all Part 
B Medicare services, such as clinical laboratory services. We believe appl 5 dng a 
copay to clinical laboratory services is ill-advised for several reasons. First, because 
laboratory services are ordered by the patient’s physician and not the patient, a 
copay on laboratory services would not likely result in sufficient savings, which is 
part of the rationale for a copay. Additionally, laboratory services are a key compo- 
nent of preventive medicine and applying a copay to these services could undermine 
the Committee’s previously stated goals to emphasize prevention and wellness. It 
would shift an entirely new cost burden, approximately $24 billion, to Medicare 
beneficiaries. 

We note that the Institute of Medicine (lOM) considered this issue as part of its 
2000 report Medical Laboratory Payment Policy and noted that “cost sharing could 
create a barrier to appropriate use of laboratory services for chronically ill and fi- 
nancially disadvantaged beneficiaries, which could ultimately lead to greater pro- 
gram costs if deferred testing delays diagnosis and leads to more costly treatment.” 
lOM recommended against imposing a copay on clinical laboratory services, con- 
cluding that because of the administrative costs and burdens . . . , cost sharing for 
laboratory services is inconsistent with its goals for a laboratory payment system 
that ensures beneficiary access and maintains administrative simplicity.” 


ASCP appreciates this opportunity to provide comments on the Committee’s ef- 
forts toward health care reform. If you have any questions about our comments, 
please do not hesitate to contact Matthew Schulze, ASCP’s Senior Manager for Fed- 
eral and State Affairs, at (202) 347-4450 or by email at matthew.schulze@ascp.org. 


Statement of Paul Crist 

Americans for Medicare in Mexico, A.C. is an organization formed in Mex- 
ico by American citizens living either full-time or part-year in Mexico, who 
support and promote a Medicare Demonstration Project in Mexico. These 
individuals continue to vote and participate in other civic activities as U.S. 
citizens, as allowed under State and Federal elections laws. 

The need to cap spending and to find innovative reforms that reduce Medicare 
program costs is well documented. Actuarial data predicting a looming deficit and 
eventual insolvency of the Medicare Trust Fund make it ever more urgent to find 
savings as the percentage of seniors in the U.S. population increases and health 
care costs continue to climb. 

Based on data from a number of sources, a strong argument can be made 
that providing Medicare benefits to eligible beneficiaries in Mexico would 
result in substantial savings to the Medicare Trust Fund. 

Mexico is home to at least 800,000 American citizens (and many estimates exceed 
1 million). Based on recent demographic studies, over 200,000 of these people are 
60 -h years old, and thus at or near eligibility for Medicare benefits. In addition to 
these full-time, year-round seniors living in Mexico, an estimated 40% to 60% more 
live in Mexico for part of the year (under tourist visas). 

Besides a moderate climate and warm and welcoming Mexican people, the cost 
of living is attracting thousands of retirees south of the U.S. border every year. In 
most of the well-known, popular, and safe American communities in Mexico, such 
as San Miguel de Allende, Lake Chapala, and Puerto Vallarta, retirees can live com- 
fortably on a modest income. Even a U.S. Social Security check is enough to get by 
on. According to one survey of expatriate seniors, the median household income for 
this group is only US$35,000.2 


1 International Education and Research Center. Preliminary Report #1. U.S. Expatriates Re- 
siding in Mexico. Mexico DF, 2008. 

2 Dr. David C. Warner. Medicare in Mexico: Innovating for Fairness and Cost Savings. Univer- 
sity of Texas, LBJ School of Public Policy, Austin, TX. 2007. 
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Lack of access to the Medicare benefits for which they’ve paid is the top 
coneern for seniors living in Mexico or considering retiring there. For seniors 
who have paid into the Medicare Trust Fund during their entire working lives, it 
is unfair to shut them out from coverage based on where they live. Many choose 
Mexico because they find it increasingly difficult to manage on a fixed retirement 
income in the United States, so the decision to retire to Mexico is frequently an eco- 
nomic one. 

Further, obtaining private insurance in Mexico is extremely difficult for anyone 
with a preexisting condition (which describes most seniors). Even high cholesterol 
or blood pressure can shut the door on insurance coverage. And for those over 75, 
private insurance is essentially unavailable in Mexico. 

This testimony will show why providing Medicare to eligible seniors in 
Mexico is a win-win proposal. 

Health care costs in Mexico are a fraction of those in the United States, while 
large majorities of seniors report high satisfaction with the quality of care. Lower- 
cost health care services provided in Mexico means Medicare wins by saving money. 
Seniors in Mexico win, because they’ll have access, where they live, to the high-qual- 
ity services they’ve paid for during their working years. 

Medicare Program Cost-Savings Analysis for a Demonstration Project Pro- 
viding Medicare Benefits to Eligible Beneficiaries Residing in Mexico 

Based on data from a number of sources, a strong argument can be made 
that providing Medicare benefits to eligible beneficiaries in Mexico would 
result in substantial savings to the Medicare Trust Fund. 

According to a report by the Kaiser Family Foundation, Medicare spent on aver- 
age $6,255 per beneficiary on health items and services in 2005.^ The following 
chart from that study, based on the CMS Medicare Current Beneficiary Survey, de- 
tails the changes in Medicare spending between 1997 and 2005. It highlights 
unsustainable cost increases for Medicare (53.2% increase), for beneficiaries (53.0%), 
and for third-party payers (73.4%) during the period. 

Cost increases for all payers (Medicare, third-party, and beneficiaries) are 
at an unsustainable level. Medicare must look to every available innovation 
for cost savings for all three payer groups. 


Per Capita Out-of-Pocket Spending by Medicare Beneficiaries on Health 


Care Services and Premiums, 1997 and 2005 
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For the approximately 200,000 seniors living in Mexico, the provision of Medicare 
benefits would result in substantial savings to the Medicare Trust Fund, to bene- 
ficiaries, and to any third-party payers providing Medicare Supplementary Policies 


^Tricia Neuman, Juliet Cubanski, and Anthony Damico. Medicare: Revisiting “Skin in the 
Game” Among Medicare Beneficiaries; an updated analysis of the increasing financial burden of 
health care spending from 1997 to 2005. Henry J. Kaiser Family Foundation. February 2009. 
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to this group. It would also resolve a serious issue of access and utilization of health 
care services by this group of seniors, thus improving health outcomes. 

In September 2008, the Mexican government published the results of a survey of 
expatriate U.S. and Canadian residents in Mexico.'^ In that survey, which sought 
to identify the major obstacles faced by immigrating foreigners into Mexico, 80% of 
respondents were U.S. citizens. Nearly half (48.8%) of respondents were 61 years 
of age or older, and 76.5% were retired. Over two-thirds (71.3%) were year-round 
residents and 28.8% were part-year residents in Mexico. 

Over half of the respondents (56.8%) indicated some difficulty with obtaining med- 
ical coverage in Mexico, with 17.0% indicating extreme difficulty. And 66.1% had 
paid some amount in medical expenses out-of-pocket, despite having coverage in the 
United States, while 9% claimed never to have visited a doctor in Mexico. 

Nearly eighty-five percent (84.8%) felt that health care costs were lower or much 
lower than in the United States, while 67.3% felt that service was as good as or 
better than that available in the United States. And 82.5% believed that if Medicare 
benefits were available in Mexico, more Americans would retire there. 

Thus, the overwhelming consensus of expatriate seniors living in Mexico 
is that: 

• Obtaining health care coverage in Mexico is difficult for non-Mexican 
citizens, particularly seniors. 

• Health care costs are substantially lower in Mexico than they are in the 
United States. 

• Quality of care is as good as that available in the United States. 

The perception of seniors responding to this survey, regarding costs, is supported 
by solid evidence. Based on our investigations of health care costs for specific, com- 
mon medical services and procedures, the cost of health care in Mexico does not ex- 
ceed 35% of that in the United States, and is probably even lower. Obtaining aver- 
age costs for medical services is difficult, as prices vary widely both in the United 
States and in Mexico, but the following findings make a powerful case that costs 
are much lower in Mexico (see charts, below and next page). 


$160,000 

$140,000 

$ 120,000 

$ 100,000 

$80,000 

$60,000 

$40,000 

$20,000 

$0 




'^Dr. Rodrigo Garcia Verdu. Resultados de la Encuesta de Percepcion entre Ciudadanos 
Estadounidenses y Canadienses Residentes en Mexico. Secretaria de Hacienda y Credito Publico; 
Unidad de Seguros, Pensiones, y Seguridad Social. September 2008. 
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As the preceding charts show with regards to the cost of medical services, it is 
not just the perceptions of expatriate residents that confirm lower costs in Mexico. 
Costs range from 70% to 80% lower in Mexico for common procedures.® And on aver- 


® Prices for these procedures and services are compiled from a variety of sources, including 
various online sources and information provided by individual Mexican and U.S. health care pro- 
viders. In the case of major procedures described in the first chart, prices include estimated 
post-operative hospital stay. Part of the large difference is the very high cost of hospitalization 
in the U.S. relative to Mexico. 
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age for a broad “basket” of treatments and procedures, Mexican health care costs 
certainly do not exceed 35% of U.S. costs. 

Without doubt, the requirements of additional medical and financial record- 
keeping, certification to international standards and improved administration will 
add some costs to Mexican health care providers, and place some upward pressure 
on medical services pricing in the market. However, both the Mexican government 
and the health care industry are already pursuing these innovations. Modest cost 
increases associated with improved administrative capacity are already a fact in 
most urban markets in Mexico. 

Even in the unlikely scenario that Mexican prices climbed to 50% of U.S. prices, 
the potential for Medicare savings would still be large. 

Consider the following: 

1. Assume only 20,000 enrollees in a Medicare Demonstration Project in Mexico. 

2. Assume the worst case scenario that Mexican health care costs climb to 50% 
of U.S. costs. 

3. Using the 2005 Medicare per-heneficiary spending, as shown in the Kaiser re- 
port previously cited. 

4. Assume that currently, 64% of Mexico’s expatriate seniors are traveling back 
to the U.S. for major medical care, but would remain in Mexico for care if it 
were covered there.® 


Number of 
Enrollees 

Country 

Location 

Per-Beneficiary Medicare Cost 

Utilization 

Rate 

Total Cost 

20.000 

U.S.A. 

$6,255 (basad on 2005 spending as shown 
in Itwi previous chan> 

64% 

$80,064,000 

20.000 

Mexico 

$3. 1 27 (50"^ of above per beneficiary cost) 

100% 

$62,540,000 


Thus, these calculations show a worst case scenario, in which: 

• Health care costs in Mexico increased to 50% of U.S. costs; and 

• Medicare utilization rates in Mexico are 100% of enrollees, compared to an esti- 
mated 64% now using Medicare by traveling back to the United States. 

Saves $17,524,000 per year, or a 21.9% cost savings to Medicare! 

However, the savings are likely to be larger. If enrollees in the Mexico Dem- 
onstration have a greater tendency to seek early diagnosis, preventive care, and 
wellness management, a portion of the high-cost inpatient care they are now obtain- 
ing in the United States could be eliminated. Because seniors in Mexico are cur- 
rently paying for outpatient services out-of-pocket, it is almost certain they are now 
foregoing early care that would mitigate later inpatient treatments and procedures. 
With a Medicare Part B option available in Mexico, more seniors will seek early 
interventions, reducing costs and resulting in improved health outcomes. When hos- 
pitalization is required. Medicare Part A coverage in Mexico will provide the high- 
quality care that seniors deserve and Medicare requires, while saving substantial 
cost. 

What is a “Medicare Demonstration Project?” 

Short Answer: A Demonstration Project is the legal name for a Medicare pilot 
project, or experiment, in a Medicare program innovation. Since Medicare has never 
operated outside the United States, a Demonstration Project is required to prove 
that it can be done. The experiment seeks to prove that it is administratively fea- 
sible; that it will be budget neutral or cost saving; that it will result in improved 
health outcomes for participating beneficiaries, etc. 

We are seeking congressional authorization for a Demonstration Project because 
the current legislation does not allow for CMS to implement Demonstration Projects 
outside of the United States. 

More Detail 

Historically, Federal policymakers have understood the need to test new ideas in 
the complex Medicare and Medicaid programs. Research and demonstrations 
projects whether initiated by States, health services researchers, providers, health 
plans, CMS, or Congress often lead to models or reforms available or mandated na- 
tionwide. 


®Dr. David C. Warner. Medicare in Mexieo: Innovating for Fairness and Cost Savings. Univer- 
sity of Texas, LBJ School of Public Policy. Austin Texas. 2007. 



309 


Therefore, Federal law permits the Secretary of Health and Human Services to 
waive certain provisions of the Social Security Act and associated regulations as 
needed to conduct demonstration projects in Medicare, Medicaid, or both Medicare 
and Medicaid. Waivers are purely discretionary unless congressional legislation 
mandates a specific project. 

Medicare Waivers Under Sections 402/222 

Under Sections 402/222, the HHS Secretary may waive Medicare statutes and 
rules to demonstrate new approaches to provider reimbursement, including tests of 
alternative payment methodologies, demonstrations of new delivery systems, and 
coverage of additional services to improve the overall efficiency of Medicare or to im- 
prove health outcomes for beneficiaries. (Sections 402/222 refer to section 402[a] of 
the Social Security Amendments of 1967, as amended by section 222[a] of the Social 
Security Amendments of 1972.) 

Any organization or individual may propose a Medicare waiver project. This in- 
cludes providers, health plans. State Medicaid agencies, and health services re- 
searchers. CMS maintains an open invitation for outside parties to propose Medi- 
care demonstration projects and the necessary waivers. However, the bulk of Medi- 
care waiver-based demo projects are congressionally mandated in legislation or initi- 
ated administratively by CMS. CMS-initiated Medicare demonstration projects are 
often developed at the behest of the HHS Secretary, the White House Office of Man- 
agement and Budget (0MB), the Medicare Payment Advisory Commission 
(MedPAC), or the Office of the Inspector General. 

Unlike many Medicaid waiver-based projects, most Medicare waiver projects tend 
to be genuine demonstrations projects with a careful research design and evaluation 
methodology. 

Once approved. Medicare waiver projects are administered by CMS either di- 
rectly, through contractors (e.g.. Medicare administrative contractors. Medicare Ad- 
vantage plans), or (rarely) through States. Except for operational waivers, CMS 
evaluates each demonstration project. Major Medicare demonstrations, including 
congressionally mandated projects, are evaluated by independent health services re- 
searchers hired by CMS. 

Every proposed Medicare waiver program must be budget neutral to the Federal 
Government. That is. Medicare under the requested waivers must be projected to 
cost the Federal program no more than expected spending without the waivers. 
There is no set methodology — economic or actuarial — for determining Federal budg- 
et neutrality. 

Authority to issue waivers under §§402/222 rests with the HHS Secretary. How- 
ever, all Medicare waivers, regardless of size and scope, require the prior review and 
approval of the White House Office of Management and Budget (0MB). 0MB may 
require changes, additional terms and conditions, or reject the proposed waivers. 

Medicare waiver projects initiated by CMS are typically operated for 3 or 5 years, 
depending on how much time is needed to test the policy change. Congressionally 
mandated waivers vary in length, with most 3 to 5 years in length and some indefi- 
nite. 

A Brief Look at Health Quality Indiees in the United States and Mexico 

In two separate surveys, overwhelming majorities of seniors living in Mexico re- 
port high levels of satisfaction with the quality of care available in Mexico.'^ But is 
that an adequate measure to determine the quality of available health care in Mex- 
ico? 

Another way to assess quality of care may be a comparison of some common indi- 
ces used to compare health care systems and quality among countries. These com- 
parisons also have certain limitations, however. For example: 

• Differences in health care spending per capita can result in substantial vari- 
ation in indices of infant mortality, life expectancy, and other measures. In 
wealthy countries, a larger portion of the population may have access to serv- 
ices than in poorer countries, which can skew per capita spending statistics. 
Further, higher spending is not always a guarantee of better health outcomes. 
Thus, per-capita spending statistics must be considered in the context of dif- 
ferences in wealth; differences in income distribution; and cultural differences. 


"^Medicare in Mexico: Innovating for Fairness and Cost Savings, a study led by Dr. David 
Warner of the University of Texas, LBJ School of Public Policy; 2007. Also, Resultados de la 
Encuesta de Percepcion entre Ciudadanos Estadounidenses y Canadienses Residentes en Mex- 
ico, a survey for the Mexican government, undertaken by Dr. Rodrigo Garcia Verdu, an econo- 
mist with the Ministry of Finance. 
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• Differences in first-year infant mortality are affected by the percentage of births 
in hospitals or attended by trained health personnel. In a poorer country, more 
births occur in the home or unattended by health professionals, skewing the 
statistics. As a consequence, infant mortality differences between countries may 
not necessarily reflect differences in quality of care when health professionals 
are involved. 

• Similarly, differences in life expectancy may be reflective of wealth and income 
disparity, with associated access and utilization of health care services, rather 
than real differences in the quality of care available in the formal health care 
system. 

Nonetheless, commonly used indices can be helpful guidelines in assessing dif- 
ferences in quality of health care available between countries, with the proviso that 
indices are a snapshot that does not take into account differences in wealth, income, 
income distribution, educational levels, and culture. Given the significant differences 
that exist between the United States and Mexico on these factors, the indices re- 
ported by the World Health Organization for Mexico compare favorably with the in- 
dices for the United States. 


Data from the World Health Organization Statistical Information System 
Interactive Database of Core Health Statistics for 193 Member Countries 


Per Capita 
Total 

Expenditure 
on Health 
(Purchasing 
Power Parity 
in U.S. $) 

2006 data 

Physician 
Density 
per 10,000 
population 
2006 data 

Healthy Life 
Expectancy 
2003 data 

Life 

Expectancy 
(for persons 
born between 
2005-2010) 
2006 data 

Infant 

Mortality 
(deaths during 
the first year/ 
1000 live 
births) 

2006 data 

U.S.A. 

$6,714 

26.0 

69.0 

79.0 

7 

Mexico 

$756 

20.0 

65.0 

74.0 

29 


The above data reveal some interesting things: 

• A huge difference in per capita total expenditure on health care has only a 
small effect on either healthy life expectancy or life expectancy for those of the 
current generation being born. 

• Differences in physician density per 10,000 population are not large. 

• Infant mortality rates are much higher in Mexico. However, certain infant mor- 
tality statistics for Mexico are not readily available: 

• Rates for attended or hospital births for Mexico are known to be much lower 
in Mexico than in the United States. This can be expected to result in higher 
infant mortality in Mexico. 

• Infant mortality rates among the highest wealth and education quintiles in 
Mexico are not available. Attended and hospital births among these groups 
would be substantially higher than the national average, and this would like- 
ly be reflected in much lower infant mortality for births among these popu- 
lation sectors. 

• Infant mortality in Mexico has been reduced dramatically. In 1990, the rate 
was 42/1,000 live births. Government programs increasing prenatal care and 
education, expanding access to health services for expectant mothers, and eco- 
nomic growth have expanded access to health care services generally. 

In sum: 

• World Health Organization indices appear to show that Mexico is 
achieving reasonably good health outcomes at very low cost. 

• Expatriate Americans’ perceptions about the quality and cost of health 
care in Mexico are very favorable. 

• Cost comparisons show that health care services cost less than 35% of 
those in the United States. 

• CMS could achieve substantial savings, improve health outcomes, and 
increase beneficiary satisfaction by providing eligible beneficiaries ac- 
cess to high-quality care in Mexico via a Medicare Demonstration Project. 

Submitted by Paul D. Crist, President, 
Americans for Medicare in Mexico, A.C. 
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Association of Ambulatory Behavioral Healthcare 

Dear Mr. Rangel and Committee Members: 

The Association of Ambulatory Behavioral Healthcare (AABH) is providing Public 
Comment hy way of this letter on issues related to the Health Reform in the 21st 
Century: Proposals to Reform the Health System. We thank you for the oppor- 
tunity to comment on this issue. 

The AABH is a national membership organization of Partial Hospital Programs 
(PHP) and Intensive Outpatient Programs (lOP), outpatient hospital treatment pro- 
viders, free standing treatment providers, administrators, doctors, psychologists, 
nurses, program directors, and front line therapist and support staff who serve as 
educators, case managers, political advocates, and treatment providers of individ- 
uals with mental illness and substance use (M/SU). 

The AABH feels that the use of Partial Hospital Programs (PHP) and Intensive 
Outpatient Programs (lOP) to treat mental illness and substance use (M/SU) condi- 
tions are proven methods of care and money saving options to inpatient and emer- 
gency care for these individuals and should be considered as the primary option to 
manage these conditions effectively and economically. 

The AABH supports the PHP and lOP treatment programs concept within the M/ 
SU continuum of care, flanked by outpatient/assessment services and inpatient/ 
acute services. Medical necessity guidelines determine eligibility for PHP and lOP 
treatment and reflect an acuity level only slightly less severe than inpatient treat- 
ment. 

In general, PHP and lOP treatment is effective when deemed medically necessary 
by the treating physician to avert inpatient hospital treatment. The patient must 
be experiencing noticeable impairment in self-care and must be unable to fulfill ex- 
pected life functions. Patients may also be referred to PHP or lOP as a step-down 
from more expensive inpatient treatment to facilitate base-line functioning. PHP 
and lOP services are known for their ease of accessibility, and low cost treatment 
for individuals with acute and chronic mental illness. 

PHP and the less intensive lOP treatment, engages the patient in diagnostic as- 
sessments, symptom management and coping skills education, crisis intervention 
and relapse prevention, and relies on best practices and performance benchmarking 
to provide information as to the efficacy of the treatment programs. 

The continuance of PHP and lOP services within the continuum of care 
is vital, as it allows for patients to be treated in the less restrictive and a 
considerably less costly level of care, to be treated in the community in 
which they live, and takes steps to prevent decompensation of symptoms 
establishing a more positive quality of life. 

The AABH supports reform efforts that assist and establishes integration of the 
best knowledge and expertise available for M/SU treatment and prevention services 
into the health care reform planning process. 

The AABH fully supports utilizing the already proven and effective interventions 
provided through outpatient programs such as PHP and lOP for treating M/SU con- 
ditions while new and innovative interventions are being sought. M/SU treatment 
benefits already well exceed costs — for every dollar spent on M/SU treatment, we 
estimate that S7 in future health care spending can be saved. PHP and lOP care 
will save money. 

Partial Hospital Programs (PHP) and Intensive Outpatient programs (lOP) 

Since as early as 1968, PHPs have been providing mental health and substance 
abuse treatment for the Nation’s chronic and disabled mentally ill. Although not 
widely used until the mid 1990s, the PHP was developed as a less costly and more 
accessible treatment option to in-patient hospital care. As the M/SU patient is treat- 
ed in the environment in which he lives, he is able to live in a stable environment 
and receive outpatient treatment close to his home. The savings are significant 
when the efficacy and cost of a long-term PHP care is set against the efficacy and 
cost of short-term hospital or emergency care. 

Partial Hospital Programs (PHP), and the less structured Intensive Outpatient 
Programs (lOP), are ambulatory, active and time-limited M/SU treatment programs 
that offer therapeutically intensive coordinated and structured clinical services with- 
in a stable therapeutic milieu. “Partial Hospital and Intensive Outpatient” implies 
psychosocial milieu treatment with group therapy as the primary treatment modal- 
ity. While specific program variables often differ, all PHPs and lOPs pursue the 
general goals of stabilizing clinical conditions, reducing symptoms and impairments, 
averting inpatient hospitalization, reducing the length of a hospital stay, and pro- 
viding medically necessary treatment for individuals who cannot be effectively treat- 
ed in a less intensive, strictly outpatient level of care. 
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All PHPs and lOPs attempt to employ an integrated, comprehensive and com- 
plementary array of evidence-based treatment approaches. Programs are designed 
to serve individuals with severe symptoms and functional impairments resulting 
from M/SU disorders. They are also intended to have a positive clinical impact on 
the individual patient’s support system and therefore the individual’s recovery envi- 
ronment. Treatment services may be provided during the day time, evening time 
and on some occasions, on the weekends. 

PHPs and lOPs may be free-standing, part of a mental health organization, or a 
department within a medical health care system. One of the unique strengths of a 
PHP or lOP is its applicability to a diverse array of circumstances such as clinical 
conditions, patient populations, treatment durations, treatment settings, etc. 

PARTIAL HOSPITAL PROGRAMS and Intensive Outpatient Programs ARE 
INTENDED TO BE COST EFFECTIVE AND: 

• Provide the M/SU patient a way of managing their illness in an environment 
that allows them to remain in their homes and communities; 

• Provides Continuum of Care options, as these patients require psychiatric care 
of some type for their entire lives; 

• Provide options, other than inpatient hospitalizations, which are far more re- 
strictive, far more costly, and far less effective; 

• Provide a cost savings, as untreated mentally ill patients will eventually end 
up in hospital emergency departments, jails, prisons, or become part of the 
growing homeless population. 

The concept of PHP and lOP is to maintain patients with chronic behavioral dis- 
orders in a controlled environment, providing psychotherapeutic and pharmacologic 
support on a daily basis, without requiring an inpatient hospitalization. Patients ad- 
mitted to a PHP or lOP must be under the care of a physician; patients must pro- 
vide written informed consent for treatment; must require comprehensive treatment 
due to a M/SU disorder which severely interferes with multiple areas of daily life, 
including social, vocational and educational functioning. 

Patients appropriate for the PHP or lOP level of care comprise the following: 

• Discharged from an inpatient hospital treatment program; 

• In lieu of continued inpatient treatment; or 

• Patients who, in the absence of partial hospitalization, would require inpatient 
hospitalization. 

Patients admitted to a PHP or lOP are provided comprehensive treatment and 
utilize the same services as inpatient psychiatric care at a greatly reduced cost; the 
treatment directly addresses the presenting symptoms and problems and consists of 
clinically recognized therapeutic interventions including individual, group, and fam- 
ily therapies and activities pertinent to the patient’s illness. Medical and psychiatric 
evaluations and medication management are integral to treatment. 

Admission Criteria to a PHP and lOP 

M/SU patients should be treated in the least intensive and restrictive setting that 
meets the needs of their M/SU illness. If patients do not require a 24-hour per day 
level of care, as provided in an inpatient setting, the PHP outpatient level of care 
is the perfect setting to prevent inpatient hospitalization. The IWSU patients being 
treated in a PHP or lOP receive active treatment through a combination of services 
such as psychotherapy, occupational, activity therapy and medical interventions as 
necessary. 

Patients admitted to a PHP or lOP must have an acute onset or decompensation 
of a covered Axis I mental disorder which severely interferes with multiple areas 
of their daily life and will have a degree of impairment that is severe enough to 
require a structured program. 

Services Provided in a PHP or lOP 

• Medically necessary diagnostic services related to M/SU. 

• Individual or group therapy; Occupational therapy. 

• Drugs and biologicals that cannot be self-administered. 

• Individualized activity therapies that are essential for progress toward treat- 
ment goals. 

• Treatment plans noting how each therapy fits into the treatment of the patients 
illness. 

• Family counseling to assist the family members in helping the patient. 

• Patient education where activities are related to the care and treatment of the 
patient. 

• Diagnostic services for the purpose of identifying problem areas. 
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M/SU conditions are tied to physical health and can be addressed like other 
chronic and acute conditions in order to provide efficacious health care. Ignoring one 
is likely to compound the other. However, for people that need M/SU treatment 
services the services vary widely. An effective health care delivery system must pro- 
vide: 

• Providers who are paid for providing services with desired outcomes; 

• A comprehensive range of services; 

• The full continuum of care, including PHP and lOP services; 

• Service to those with both acute and chronic condition; 

• Service to a wide and varied population — some will present themselves, some 
will be delivered into the system, and some the system will need to seek out 
and serve. 

Summary: PHP and lOP Included in Health Care Reform 

PHPs and lOPs have evolved over the years until their current status as an in- 
strumental part of the behavioral health continuum. Clients are referred both as an 
alternative to inpatient hospital care as well as a step-down from inpatient hospital 
care. PHPs and lOPs are particularly successful with first episode of care patients 
and utilize an educational format combined with group therapy, medication manage- 
ment, and specialized therapies to assist people in understanding their diagnosis 
and initiating a path toward recovery. Most programs are managed and adhere to 
strict medical necessity guidelines which determine individual eligibility for care. 

While reform must successfully deal with the medical needs of the many healthy 
individuals, the greater challenge is to ensure that a reformed system better serves 
the medical and M/SU chronic care and prevention needs of a small fraction of the 
population that consumes a disproportionate number of services. 

The AABH supports reform that goes beyond the current standards and practices 
of the meeting patient’s needs and is looking to be involved in assisting in the 
crafting of new and innovative methods of care that are not only less costly but also 
more effective. Currently providers are paid for providing services rather than pro- 
ducing desired outcomes. There are significant disparities in health and health out- 
comes as they exist across sectors of society. Individuals, health practitioners, and 
policymakers make decisions based on a limited evidence base regarding which 
practices work effectively for which groups or individuals. In addition, the current 
system focuses heavily on expensive acute care for physical and M/SU illnesses to 
the detriment of an approach that can prevent and/or stabilize disease well before 
acute care is ever needed. 

In conclusion, we want to make sure that health care reform includes the provi- 
sions of PHP and lOP services for M/SU in health care plans, as they maintain a 
fundamental alternative to inpatient care for the seriously ill M/SU patient in acute 
crisis, while providing a supportive community-based setting that maintains the 
continuation of family and community support. This gives the patient the oppor- 
tunity to maximize treatment gains through completion of homework assignments, 
reconnect with community services, seek out employment options, and be involved 
in activities that develop strengths and enhance resiliency and recovery. 

Again, we would again like to thank you for this opportunity to share our com- 
ments. The AABH continues to work with other organizations and governmental 
agencies towards an integrated health care system where the M/SU patient will be 
able to receive a multitude of services including treatment in a PHP and lOP eco- 
nomically. 

Sincerely, 

Larry Meikel — President of the Board 
JoAnne Mandel — Co-Chairperson; Public Policy Committee 

AABH Board of Directors 
Public Policy Committee 


Statement of Beeton, Diekinson and Company 

BD is a leading global medical technology company that develops, manufactures 
and sells medical devices, instrument systems and reagents. The Company is dedi- 
cated to improving people’s health throughout the world. BD is focused on improv- 
ing drug delivery, enhancing the quality and speed of diagnosing infectious diseases 
and cancers, and advancing research, discovery and production of new drugs and 
vaccines. BD’s capabilities are instrumental in combating many of the world’s most 
pressing diseases. Founded in 1897 and headquartered in Franklin Lakes, New Jer- 
sey, BD employs approximately 28,000 people in roughly 50 countries throughout 
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the world. The Company serves health care institutions, life science researchers, 
clinical laboratories, the pharmaceutical industry and the general public. 

BD appreciates this opportunity to provide input on landmark health care reform 
legislation. One of our highest priorities is to provide incentives within the 
Medicare payment system that would reward hospitals for preventing health 
care-assoeiated infections (“HAIs”). 

Policy Request. Include specific HAI prevention interventions as quality 
measures under value-based purchasing authorization in health reform leg- 
islation. 

The Department of Health and Human Services (“HHS”) recently finalized its 
HHS Action Plan to Prevent Health Care-Associated Infections (“Action Plan”), which 
provides a roadmap for a 5-year, national HAI prevention strategy. BD supports this 
comprehensive prevention effort as part of health care reform and quality of care 
improvements by the Obama Administration. Specifically, BD supports efforts to 
achieve the Action Plan targets for HAI prevention, including reducing invasive 
methicillin-resistant Staphylococcus aureus (MRSA) infections by 50% by 2014 and 
reducing Clostridium difficile (C. diff.) infections by 30% by 2014, as measured by 
case rate per patient days. 

Many health care and Medicare pa 3 mient reform proposals have included the es- 
tablishment of a Medicare hospital value-based purchasing (“VBP”) program. Ac- 
cording to recent proposals from Senators Baucus and Grassley as well as the Cen- 
ters for Medicare and Medicaid Services (“CMS”), a VBP program would increase 
or decrease hospitals’ DRG payments depending on their success at achieving, or im- 
proving upon, certain quality performance measures. To ensure that the HHS-es- 
tablished HAI prevention targets are achieved, the Action Plan’s targets and 
process and outcomes metrics should be incorporated into any Medicare 
VBP framework as quality performance measures. VBP pa 3 mients to hospitals 
then would be conditioned, in part, on hospitals making annual progress toward 
their HAI prevention goals, creating a strong incentive for every hospital to take 
steps to reduce HAIs. 

Background. VBP Creates Ineentives to Reduee High Rates of Prevent- 
able HAIs 

According to the Centers for Disease Control and Prevention, HAIs caused by 
MRSA, C. diff, vancomycin-resistant enterococcus (VRE) and other infectious patho- 
gens are one of the top 10 leading causes of death in the United States, accounting 
for approximately 99,000 deaths annually. Furthermore, in addition to thousands of 
lost lives, HAIs cost the U.S. health care system an estimated $20 billion each year. 
Yet many of these infections are easily preventable. 

We must strengthen HAI prevention efforts. Prevention of HAIs would improve 
the quality of patient hospital care, save thousands of lives, and at the same time 
lead to billions of dollars in savings. The Action Plan signals a renewed national 
commitment to reducing HAIs. However, successful implementation of the Action 
Plan depends on an enforcement mechanism to ensure that hospitals implement in- 
fection control policies and take other precautions to prevent HAIs. Without specific 
incentives, such as VBP, hospitals may not achieve the Action Plan prevention tar- 
gets, and HAIs will continue to be a major cause of death and a significant driver 
of health care system costs. 

In a recent announcement, the American Hospital Association, the Federation of 
American Hospitals and the Catholic Health Association embraced VBP in the con- 
text of health care reform. As Congress considers developing the framework of this 
program, it is important that HAIs be included as one of the conditions or clinical 
performances areas considered in determining hospital payments. According to a re- 
cent survey by the Association for Professionals in Infection Control and Epidemi- 
ology, more than 40% of hospital infection control programs have experienced budg- 
et cuts over the last 18 months. Incorporating HAIs into the VBP framework would 
establish a platform for providing hospitals with the resources they need to support 
efforts to prevent infections. 

VBP has been considered in health care and Medicare payment reform proposals 
on numerous occasions. Most recently, the Senate Committee on Finance, in a 
health care reform Policy Options paper released in April, proposed establishing a 
hospital VBP program that would build on the success of the current Reporting Hos- 
pital Quality Data for Annual Payment Update (“RHQDAPU”) program and “move 
beyond paying for reporting on quality measures and activities, to pa 3 dng for hos- 
pitals’ actual performance on these measures.” This proposal follows a 2007 VBP 
white paper from CMS proposing that a portion of the hospitals’ DRG payments (2- 
5%) be contingent on meeting certain quality goals. 
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Furthermore, in the Medicare hospital inpatient proposed rule for FY2010, CMS 
acknowledged the “growing concern regarding hospital acquired infections” and dis- 
cussed the possibility of adopting new quality measures for potential future use in 
the RHQDAPU program, which could include HAIs. 

Attached to this statement is a proposed amendment to the most recent available 
congressional discussion draft of a value-based purchasing bill. We hope that this 
draft amendment will provide the Committee with a concrete example of the type 
of legislative language that we are proposing. 

FOR FURTHER INFORMATION, PLEASE CONTACT: 

Paul Seltman 

Director, Public Policy and Government Relations 

BD 

Proposed Amendment to 2008 Value-Based Purehasing Diseussion Draft 

Include Health Care-Associated Infections in Value-Based Purchasing Authorization 

The Senate Finance Committee released a discussion draft of a value-based pur- 
chasing proposal in 2008. We recommend the following changes (in bold) to section 
2 of the proposal to include prevention of health care-associated infections as a qual- 
ity measure under the value-based purchasing authority. 

SEC. 2. HOSPITAL VALUE-BASED PURCHASING PROGRAM. 

(a) Program. — 

(1) In general. — Section 1886 of the Social Security Act (42 U.S.C. 1395ww) is 
amended by adding at the end the following new subsection: 

“(n) Hospital value-based purchasing program. — 

“(1) Establishment. — 

“(2) Measures. — 

“(A) In general. — The Secretary shall select measures for purposes of the Program. 
Such measures shall be selected from the measures specified under subsection 
(b)(3)(B)(viii). 

“(B) Requirement for fiscal year 2012. — For value-based incentive payments made 
with respect to discharges occurring during fiscal year 2012, the Secretary shall en- 
sure the following: 

“(i) Conditions or clinical performance areas. — Measures are selected under sub- 
paragraph (A) that cover at least the following fe«r five specific conditions or proce- 
dures: 

“(I) Acute myocardial infarction (AMI). 

“(II) Heart failure. 

“(Ill) Pneumonia. 

“(IV) Surgeries, as measured by the Surgical Care Improvement Project (formerly 
referred to as ‘Surgical Infection Prevention’ for discharges occurring before July 
2006). 

“(V) Health care-associated infection prevention metrics and targets, as 
established in the Department of Health and Human Services’ HHS Action 
Plan to Prevent Health Care-Associated Infections or any successor plan. 

“(ii) HCAHPS. — Measures selected under subparagraph (A) shall be related to the 
Hospital Consumer Assessment of Health Care Providers and Systems Survey 
(HCAHPS).” 


Statement of the Breyer Foundation 

America’s health care system is fueled with innovation and pioneering discoveries 
leading to the cure, treatment and intervention of the most challenging diseases in 
the history of man. The unique economic structure of this country weaves the inter- 
connection of the different factors that feeds and sustains the economic growth and 
promotes the discoveries of new ideas that changed the history of science and medi- 
cine. With this advancement comes the compassion and the struggle of every physi- 
cian, health care provider and educator to reach out to all the people in dissemi- 
nating new knowledge and cure. Since America is still considered quite a young 
country in comparison to the rest of the world, such efforts remained to be perfected 
and polished to reach the optimum potential that this system and country can 
achieve. Our ultimate goal is to be free of the burden of health care cost and provide 
the best quality health care for all the people in this country. Such goal can be 
achieved through some of the following key features: 
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• Improvement of the quality of life through an effective preventive care program, 
free preventive care coverage for all; 

• Empowerment of the people through knowledge, access and control of their own 
health care portfolio; 

• Effective communication and efficient dissemination of new discoveries, best 
clinical practices and treatments, and other information that promotes the im- 
provement of the quality of life of the patients and growth of the system as a 
whole; 

• Economically sustainable health care system powered by the inherent strength 
of the different stakeholders, and the alignment of their mutual interests that 
promotes synergistic growth — a win-win for all; 

• Preserve the best of the current system — flexible option; 

• Health saving system that builds foundation toward financial independence of 
health care cost; 

• Provides solution to the financial problem of Medicare; 

• An equitable, timely and quality health care system that addresses the needs 
of all Americans, including the 47 million uninsured; 

• Effective and efficient Central Network System (CNS) design that eliminates 
unnecessary bureaucracy; 

• Promotes innovation, collaboration and economic growth; 

• Offers incentives such as tax exemptions or credits instead of tax increase; 

• Promotes personalized medicine and depositories of effective treatment protocols 
and guideline; 

• Works effectively in rural and urban areas of America; 

• Provides real solution in eliminating health disparities representing all racial 
groups in America; 

• Empowers each individual with the right to choose and the right to life; 

• Eliminates barrier for the health insurance access of people with preexisting 
conditions. 

Basic Implementation Principles 

Sustainable Health Care System Model: The fundamental and basic structure 
of the health care system is based on the alignment of the interest of the different 
stakeholders that promotes synergistic growth. A system based on a delicate com- 
bination and balance between the negative and positive rights of an individual and 
his/her responsibilities to the welfare of other stakeholders engaged in the system. 
The system is based on understanding the fundamental factors that will provide in- 
centives to the different stakeholders to perform their optimum task and contribu- 
tion in the system with minimum enforcement and barriers. 

Emphasis on Preventive Care (Benefits to ALL): Insurance for all will not be 
able to resolve the health care needs of the poor. As most of the current 47 million 
uninsured are eligible to a basic Medicaid system but cannot and/or will not access 
this system until absolutely necessary through our Emergency facilities. An annual 
preventive care visit to a physician could dramatically decrease the need of Emer- 
gency visits for all Americans. 

A free annual preventive care visit to a physician should be a major component 
of all standard insurance benefits for Americans. Although it is quite understand- 
able that difficulties exist for the poor and underserved groups from factors such 
as transportation, time and lost wages, it is, however, essential to note that their 
well-being and health is their responsibility and their actions impact the rest of the 
Nation. Thus with the rights comes the responsibility for the underserved groups 
to take advantage of the free preventive care visit available for them in this pro- 
gram. The program subsidizes the insurance cost of the people below a certain pov- 
erty level. The subsidy is renewable every year and initiated through their first an- 
nual free preventive care visit to a physician. A decrease in the cost and number 
of major catastrophic care would eventually decrease the burden in the insurance 
companies and our entire health care system, thus providing the people a better le- 
verage in reducing insurance premium. 

A portable medical electronic record for the system will keep track of the enroll- 
ment and medical history of individual participants. This will address the need of 
people who have no permanent residence and relocate more often than average 
Americans. Repetitive tests due to lack of health record history for the uninsured 
and homeless is one of the major contributions for high health care cost. Security 
in the access of these records will be ensured in order to protect the rights and pri- 
vacy of the patients. All access to these health records by a third party (physicians, 
nurses, etc.) will be based on patient’s consent (or authorized family members in 
cases of patient’s incapacity to make a decision). These records will be maintained 
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in the Central Network System (CNS), a fully independent agency, using a system 
with a defined security structure to prevent access of unauthorized individuals to 
sensitive information. Insurance companies and employers will not have access to 
health results and risk assessments of the individuals. The Central Network System 
will facilitate the communication of benefits and service between the patient-physi- 
cian and insurance companies. Access to insurance provider and enrollment to the 
CNS program could be accomplished in the physician’s office through automated, on- 
line and national standardized forms. 

Equitable and Affordable Insurance with Variable Options to Meet Par- 
ticipant’s Needs (Financing, Benefits to Patients) (One size does not fit 
ALL!): Standard features such as free annual preventive care (including dental, 
vision, mental health, health education credit and assessment, etc.) visit and a com- 
ponent of a catastrophic care to cover the needs of an individual over the span of 
his/her lifetime. These standard features will be included in the minimum standard 
benefit reflecting the needs of the majority of Americans, as evaluated over a period 
of time, with additional options available, tailored to individual’s need. Entry to the 
program is independent of preexisting condition. CNS, the Federal and State gov- 
ernment will leverage the cost of these premiums for the people in order to optimize 
the cost savings of the system. 

Small business owners and their employees, self-employed individuals, em- 
ployees of large corporations and Federal Government, and the current uninsured 
can choose between the different providers and options in the insurance exchange. 
The overall base premium (for all options) should reflect additional 20-30% of a cu- 
mulative individual health savings account (IHSA) components that would provide 
the participants with additional reward savings in meeting and maintaining his/her 
annual health and wellness goals. The IHSA account will be maintained and man- 
aged for the individual (in similar manner as the retirement account) and the pro- 
gram by an independent Central Network System. Interest from the trust fund 
(with sufficient funds) could be used to pay future insurance premium for the indi- 
vidual. Individuals could transfer the benefits/trust funds to their heir after their 
death. 

Eighty percent of uninsured individuals in the United States live in house- 
holds with an employed individual. Breyer’s plan will extend the tax exemptions 
and coverage to secondary families such as parents and children in student status. 
Teix exempt and credit structure will be set up and optimized to provide incentives 
for an individual (and their employers as an optional partner) to sponsor and buy 
in affordable insurance to uninsured secondary family members living in the same 
household. Children will be covered by the parent’s insurance while in student sta- 
tus and 1 year grace period after school (while finding an employer-sponsor). Such 
option would provide not only affordable insurance to approximately 20%-34% of 
our uninsured but will also provide enrollment of these individuals in the individual 
health savings account (IHSA) and additional tax credit to sponsors. 

Breyer’s plan does not require mandatory health insurance. Uninsured who 
are in high income brackets (20%-25% of uninsured) who choose not to buy insur- 
ance through the program will have to provide a set savings bond of at least 
$20,000-S50,000 to cover a future catastrophic incident. Since a portion of the indi- 
vidual health savings account in Breyer’s model goes as donation to the underserved 
and uninsured, this approach will ensure a fair system where the individual dona- 
tion will go to help the poor and uninsured and not the rich who skip paying insur- 
ance and later on will get the benefit from other people’s sacrifice and efforts. 

A defined and clear guideline will be established consistent with taxable income 
and tcix payment/credit structure to provide subsidy to insurance coverage for 
individuals who are below the 400% poverty line. Unemployed individuals will 
be covered in this subsidized insurance program. Financing will be provided through 
a portion of the individual savings (20 cents for every dollar saved) acquired through 
leverage with insurance companies (lower premium) and pharmaceutical in- 
dustries (lower drug cost). A small copayment (between $20-$50) will be estab- 
lished depending on the poverty level above 200%. The program will not require any 
out-of-pocket expenses from individuals, such as increase in teixes, but will provide 
tax exemptions and credit on the IHSA and donated funds to the uninsured. (Please 
see the Breyer’s Model). 

Veterans and their families who are not eligible for veteran hospital bene- 
fits (since VA health benefits are limited to war related injuries) will be able to en- 
roll in the private insurance program and, with the consent and support of the De- 
partment of Veterans Affairs, can access the state-of-the-art facility of the VA Med- 
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ical Centers or go to other hospitals of their choice. A Federal program will be avail- 
able for Federal employees through choice of different private insurance and options. 
Culturally appropriate financial and infrastructure support will be provided 
to the Native American Indian Health System. 

Benefits to Participating Hospitals, local clinics and other health eare in- 
stitutions: All private and public hospitals, local clinics and other health care insti- 
tutions who participated in the various programs of Breyer’s plan (preventive, cost 
reduction through effective, efficient and quality health care) will receive subsidy for 
their uninsured enrolled in the program. 

Individual Mandate: Insurance is not mandatory to everyone. However, to pre- 
vent high-income individuals from skipping the insurance premium cost and taking 
advantage of the system’s benefit in times of need, individual savings bond (at a 
minimum of $20,000), to cover catastrophic incident, would be required for high-in- 
come individuals (based on taxable income adjusted to the cost of living for a given 
State) who selected not to buy insurance in the program. 

Employer Requirements: Employer will be provided a teix exemption for em- 
ployee-sponsored benefits and additional teix credit for extending sponsorship to sec- 
ondary family members. Employers will receive the savings proportional to their 
contribution in the employees’ overall insurance premium. A similar formula as 
specified in the Breyer’s model will be applied in their contribution to the uninsured 
and in their corresponding tax credit. 

Expansion of Public Program (Solution to Medicare Bankruptcy): A portion 
of the current stimulus fund of $630 billion and leftover Medicare funds for 7 years 
(Medicare funds left until 2017) could be used to subsidize individuals above 66 
years of age who are currently in Medicare while the rest of the population can 
slowly transition their Medicare contribution to their IHSA for their own individual 
health care benefits. Thus providing a solution to the unsustainable structure of 
Medicare and a path for independence of future health care cost for the individual. 
(A more detailed and optimized system (amount and timing) could be acquired and 
simulated with a given software resources/program). 

Premium Subsidies to (Benefits to) Employers: Tax exemption and credit will 
be available to employers for employee’s benefits. No tax increase but additional 
savings that can be used to enhance employee’s benefits. Small businesses and self- 
employed individuals would be able to access an affordable insurance premium that 
is currently just available to large corporations and Federal programs. CNS pro- 
grams would be available to employees to improve health and work performance. 

Benefit Design: An annual preventive care (includes services that the American 
Medical Association and/or other medical associations considered essential in early 
prevention of diseases, i.e. vision, dental, mental health, podiatry, mammogram, lab 
tests, pre-natal care if applicable, etc.) is free for ALL. A minimum standard benefit 
of equivalent or greater value from the benefits currently enjoyed by a majority of 
Americans (such as the Blue Cross/Blue Shield Standard Plan and the Standard 
Federal Employees Health Benefit Program, FEHBP). Additional options are avail- 
able for long-term disability and types of long-term care services. An additional com- 
ponent of the standard plan would be an optional tax credit and/or benefit for (pre- 
ventive) health and wellness education program and assessment. 

Benefits to Private Insurance: A guaranteed insurance of close to 330 million 
Americans every year. National support through CNS and all stakeholders for pre- 
ventive care and efficient, effective and quality health care improving the health 
and quality of life for all. Support from CNS, Federal and State agencies, scientist 
and health professionals through depositories of effective clinical practices, more 
standardized cost of medication and services, innovative approach and effective 
treatment will be available resources to all. Additional public support programs for 
nutrition and wellness classes for the poor through existing programs, e.g. USDA 
food stamps and nutrition programs. CNS will coordinate programs with CDC, VA, 
NIH and other national health associations to expedite the dissemination of pro- 
grams that will enhance risk assessment, prevention and treatment of various dis- 
orders. Together with various public and private organizations CNS will provide an 
efficient bridge in the translation of new discoveries and best practices from a bench 
to clinics and hospitals. These programs will drastically reduce administrative and 
catastrophic health care cost for insurance companies. 

Benefits to Pharmaceutieal Companies: Twenty-five percent of the cost for 
pharmaceutical company’s drug discovery and development is focused on marketing 
and dissemination of information. CNS will facilitate the dissemination of new dis- 
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coveries in new drugs and technologies through its participating hospitals, physi- 
cians and health professionals, remarkably reducing the cost of marketing and dis- 
semination for the company. Such activities will be done in coordination with the 
participating public agencies such as FDA, NIH, CDC, etc. 

CNS will also provide a national depository or listing of clinical trials for new 
drugs and technologies so as to provide options for individual participants to access 
innovative approach, medication and studies throughout the Nation. It would be the 
individual’s choice to participate in any of the listed clinical trials based on the 
health benefits that study would provide. This connection will be facilitated by CNS 
through close communication with the Food and Drug Administration and other col- 
laborating agencies (CDC, NIH and other public and private agencies) that would 
provide accurate and reliable information to everyone regarding the risk and health 
benefits of the discoveries. This would reduce the inefficiencies in the recruitment 
and retention of participants in evaluating the effectiveness of treatments and other 
intervention procedures. Reduction in the administrative, evaluation and dissemina- 
tion cost for the development of drugs will help pharmaceutical companies in reduc- 
ing the cost of medication in this program. 

Benefits to Physieians and Health Professionals: CNS will work with NIH, 
CDC and other public and private agencies to provide resources, medical informa- 
tion and technical support for physicians in urban and rural areas regarding new 
and effective treatments and discoveries. Telemedicine and ready access to special- 
ists will be provided through this network. CNS will also help facilitate the transi- 
tion of technology and approach to personalized medicine. Inter-individual biological 
differences exist and thus there will be no mandatory protocol. Best clinical practice 
protocols and results of effective treatment studies would be available in CNS de- 
positories in order to guide physicians in making informed decisions. Breyer’s plan 
promotes an integrated approach on health care through collaboration and commu- 
nication between physicians and health care professionals beyond geographical bar- 
riers, all within the goal of providing the optimum care the patient deserves. Physi- 
cian’s decision based on well-founded and supported knowledge, and readily avail- 
able support from other experts in similar and complementary fields will reduce the 
uncertainty and risk involved in malpractice lawsuits. 

An efficient communication infrastructure between the different health institu- 
tions and professionals will also provide further support for CDC and NIH in pro- 
moting and implementing studies that would resolve some of the problems in the 
health of the American people. Breyer’s plan of a centralized network will provide 
efficient infrastructure and further support on CDC’s and NIH’s initiatives for more 
comprehensive NHANES and Framingham studies that would provide more infor- 
mation on the prevalence, risk and effective treatment of different diseases in var- 
ious ethnic groups in the Nation. Understanding of the risk and prevalence of the 
different disorders such as cancer, diabetes and other diseases would enable health 
care professionals to better implement preventive care and treatment. 

Physicians in remote areas do not have ready access to the state-of-the-art discov- 
eries in medical treatment and technology. CNS’ depository will be the means to 
bring this innovation to the rural and remote areas through training, support to 
physicians and other health professionals, while utilizing as much of the existing 
resource and infrastructure. 

State Benefits and Funetion: Since each State has different demographics, re- 
sources and infrastructure, CNS will work with local State health agencies to design 
and implement programs depending on the States’ resources and infrastructure. The 
dynamic changes and flux in the different resources and needs of each State will 
be closely monitored by State agencies. Corresponding adjustment in the national 
CNS system will be performed based on the State quality assessment-feedback and 
national process optimization approach. Progress and effective health care reform 
from each State will be evaluated based on their starting baseline. Private insur- 
ance and service options may differ between States but the same guidelines (in over- 
all cost and benefits) will be observed. 

Cost Containment: CNS will leverage the reduced cost of insurance premiums 
and drugs for 330 million Americans. A minimum standard insurance premium will 
be established equivalent or higher in benefits to the current standard Blue Cross/ 
Blue Shield or Federal Employee Benefit Plan (with free annual preventive care). 
Several payment plan variations and options of this standard plan would be avail- 
able to address the financial needs of the people. Additional savings will be main- 
tained by CNS and will be placed in individual accounts through participation and 
accomplishments in the preventive care programs. Participating hospitals that re- 
port an effective, efficient and quality health outcome for their patients get the cor- 
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responding savings through subsidy to their uninsured. Results and outcome for cost 
effective and quality care for patients can he evaluated through multiple followup 
and efficient recording of health results of patients. Thus electronic medical data 
and history will guide not only the physicians in prevention and diagnosis hut also 
provides the patient a portable medical record and control of their own health. Infor- 
mation summaries and results of available studies in the service cost, effectiveness 
of existing treatment and medication will be available to patients, physicians and 
other health professionals for their review and evaluation. Strict penalties will be 
placed on fraud and corruption in the system. The CNS in collaboration with agen- 
cies in State, Federal, and private institutions will set up guidelines, routine audit 
checks and oversights of each participating group in this system. 

Health Disparities: CNS will work with the U.S. Census, CDC and NIH towards 
programs such as NHANES and Framingham studies to evaluate the risk, preva- 
lence and effective interventions for various diseases for all the groups (African 
Americans, Asian Americans, Caucasians, Latinos, Native American Indians, Pacific 
Islanders) represented in the American population. Oversampling of groups will be 
implemented in order to provide statistically valid health information, especially for 
small underrepresented ethnic groups. 

Central Network System: The Central Network is independent of any entity 
(Government, insurance and health care providers) and provides not only insurance 
leverage but also effective communication (personalized medicine), treatment, clin- 
ical, scientific guidelines and services in coordination with other private and public 
agencies — an integrated approach necessary to run a complex system. CNS’ struc- 
ture will consist of an oversight board consisting of representatives from all stake- 
holders and external advisers. 


Statement of Budd N. Shenkin, M.D. 

The Obama Health Insurance Reform in Perspective 

I’m glad to see that the first step of the Obama Health Plan (OHP) will rest on 
creation of a health insurance “exchange,” where consumers are presented each year 
with a menu of alternative plans at predetermined standardized levels of benefits, 
offered by various companies. Since there will be government subsidies to make at 
least the basic plan affordable to everyone, insurance will probably become nearly 
universal, and job mobility should improve. It seems that, after all this time, the 
problem of the availability of health insurance to individuals will be largely solved. 
This will mark a good and important first step, tactically very smart to take, in fix- 
ing health care and making insurance available. 

But it is only a first step. As everyone knows, the whole system needs revision, 
to make it relatively efficient, fair, less costly, higher quality, and progressively 
gaining ground in all these aspects instead of losing ground. The basic problems lie 
in the nature of the insurance system, the cost and organization of hospitals, phar- 
maceuticals and medical devices, and reliance on specialists instead of primary care. 
So, while the OHP’s first step is a great one, it needs to lead to bigger changes in 
the way the system functions as a whole. Which I think it will. 

The key to understanding the current insurance system is this: How do the com- 
panies make their money? Competition in and of itself is not a good thing if the 
way they compete doesn’t redound to the benefit of the public. To simply celebrate 
the existence of competition qua competition is to celebrate ideology rather than 
what competition is supposed to deliver. 

I wish I knew more about insurance companies so I could write with a deeper fac- 
tual back^ound, but here is the way it seems to me. First of all, they compete by 
underwriting. In the individual market they assess health and age status; in the 
group market they assess utilization history and probabilities; in both cases they 
then price their products accordingly, and deny applications, raise premiums, or re- 
strict coverage. (This is called experience-rating; if a company would give the same 
price to all comers, this would be called community-rating). The companies that un- 
derwrite most artfully make the most money. In addition, since benefits are not 
standardized, the companies that can write their plans most cleverly also win. Un- 
fortunately, the underwriting enterprise winds up making coverage either unob- 
tainable or exorbitant to many people who thus become uninsured. 

Insurance companies also strive for profits in other ways. In the large company 
sphere they provide administrative services; if they can do this most efficiently, they 
win. They negotiate with care providers, especially physicians and hospitals, to vari- 
able effect, bending to the pressure of hospitals with a lot of market power, making 
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others bend to them when the insurance company is more powerful. Market power 
is more influential than straight cost-accounting. What a company loses in one mar- 
ket they gain in another. If they lose to hospitals, they make it up by short-changing 
the atomized physicians. 

Insurance companies can also profit by the way they pay providers, or don’t. If 
they declare some services “included” with other services, they can avoid paying for 
both, although both might have perfectly valid CPT (service descriptor) codes. They 
can deny claims on obscure bases. Some insurance companies have been convicted 
of setting “payment denial” objectives for their staff. They can delay payments and 
make money on the float. 

Unfortunately, what they have not been able to do to a significant extent is to 
assert control over utilization, nor to improve quality, because they are too far away 
from the functioning of the system, and too far away from their own expertise, to 
do so. Overall, the culture of the health insurance companies has been such that 
none have been described as particularly good citizens, looking out for the health 
of the Nation, coming up with schemes that would advance the health care industry 
and do better for people. In fact, quite the reverse. 

It is clear, then, that when it comes to health insurance, the OHP has more to 
reform than accessibility to a policy. The first step will be to establish the “ex- 
change.” The second will be to eliminate the ability of the companies to reject appli- 
cants, and establish community-rating premiums with governmental subsidies to 
avert adverse selection. (Hal Luft of the Palo Alto Medical Foundation Research In- 
stitute has suggested that establishing a Major Risk Pool is a way of achieving this.) 
While these changes will save insurance companies the overhead costs of under- 
writing, they will also mean that a major modus operandi of the health insurance 
industry will be altered. They can still make money by establishing contracts with 
providers that rest on their market power; they can still make money by den 3 dng 
claims; they can still make money by being efficient in administrative operations. 
But they will have to stop making money by experience-rating individuals and 
groups, and by cleverly designing plans to their own advantage. 

The OHP will of necessity solve the insurance accessibility problem. What it then 
needs to do is to influence the insurance companies to focus their profit motive to 
add to the public good by making their own internal operations more efficient, and 
inventing ways that make the system as a whole better. The issue is, would inclu- 
sion of the public option make that objective more possible? 

The Question of the Public Option 

Given that there will be a health insurance exchange, and given that there will 
be community-rating, the biggest controversy right now is: should there be a so- 
called public plan on the menu? A public plan would be one sponsored by gov- 
ernment — proponents want it to be the Federal Government, others would like it to 
be States, or even other entities such as “cooperatives.” I have called this option the 
BGP, the Big Government Plan. (Which it wouldn’t be if it were to be the ill-advised 
cooperatives.) All agree that there would need to be a level playing field so that com- 
petition between public and private plans would be fair, and there are many sugges- 
tions on how to do this. This is the question I pose and answer today. I think we 
can only answer the question by reflecting on the nature of the health insurance 
industry, which is why I started this post as I did. 

Let’s first look at what is being said. The May 28, 2009 issue of the New England 
Journal of Medicine contains three invited articles on the subject. One is by Jacob 
Hacker, a liberal strongly for the BGP; one by Mark Pauly, a free-marketeer from 
the Wharton School who accepts a BGP to make reform politically viable; and the 
third by the canny veteran health economist Victor Fuchs, who thinks the BGP 
would be irrelevant. Two weeks later in the June 11 issue of the Wall Street Jour- 
nal, Karl Rove stated the hard Right’s objections to the BGP as the pathway to so- 
cialism, and the next day in the WSJ Stephen Burd, CEO of Safeway, didn’t address 
the BGP at all, but gave the preventive medicine approach to fixing America’s 
health care problem. These are our texts for today. 

Hacker strongly supports a BGP, while acknowledging that public entities are 
generally rigid, and private ones are “more flexible and more capable of building in- 
tegrated provider networks.” He looks to the BGP “to provide: stability, wide pooling 
of risks, transparency, affordable premiums, broad provider access, and the capacity 
to collect and use patient information on a large scale to improve care.” He also 
thinks the BGP would have lower administrative costs (the government more effi- 
cient than private business?); will be able to receive better volume discounts (this 
would violate the level playing field provision, and just who would these discounts 
come from, and for what?); and would be nonprofit (OK, but what would the incen- 
tive be, then? Virtue?). 
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Pauly, the free-marketeer, thinks that a very wide array of choices on the menu 
would bring public support, and many provisions to allay the advantages of size and 
the possible political domination of the BGP, would make the OHP politically viable. 
Interestingly, he puts forward the idea of having two distinct government plans in 
each area! I think this is a great idea — it gives a sense of where the incentive to 
the public plans would come from. We have experience with this format in Cali- 
fornia Medicaid, where in our counties, for instance, patients can choose either the 
local initiative (county health department) plan or the private Medicaid plan, and 
so can providers. 

Pauly also brings up the old issue of Any Willing Provider — could the BGP(s) 
choose not to let a duly licensed physician, say, join the plan? How could a govern- 
mental entity do this? Yet, if the BGP had to admit providers and the private plans 
didn’t, wouldn’t that give an advantage to the private plans? Likewise, if care were 
to be delivered in networks that contracted with the BGP, how could the BGP 
choose to contract with one group but not another? I think the answer here would 
have to be that each provider would have to have access to at least one plan, with 
the BGP as the contractor of last resort. More could be proposed here, but let’s go 
on. 

Fuchs says that the three biggest challenges of health care are the uninsured, 
cost, and quality, and he doesn’t see how a BGP would impact any of them. Insuring 
everyone will require a subsidy and compulsion, and a BGP is not needed for either. 
Neither cost nor quality have been positively affected by either Medicare or Med- 
icaid, so why should another BGP have any effect? 

Moreover, says Fuchs, who would join a BGP? Medicare and Medicaid are already 
set for the elderly and the poor. Thirty percent of the populace are covered by large 
companies who self-insure, the administration of their plans contracted out to the 
health insurance companies for provider network supply and payments. The BGP 
would have nothing to offer these companies. Twenty-five percent of the populace 
are covered by smaller employers that contract with private health insurance com- 
panies. Again he argues, what would a BGP have to offer them? Since these con- 
tracts for care are generally experience rated rather than community rated (that is, 
one price for all despite historical medical care utilization), only the high utilizers 
would want to go to the BGP, thus giving the BGP adverse selection, and taking 
the bloom off their rose. (I think community-rating is in the works, given the nature 
of an exchange.) Currently 5.9% are individually insured, and these would go to the 
BGP. Fifteen percent of the populace are uninsured, of which three-quarters, or 
12%, are too sick or too poor to buy policies, and the remaining 3% choose not to. 
Fuchs doesn’t see the value of a BGP for these people either. 

I don’t agree with Fuchs here. First of all, I think we have to get to community- 
rating for everyone, with risk adjustments made as Hacker suggests. Secondly, even 
by Fuchs’ analysis tens of millions of people would sign up with the BGP. 

Rove asserts that we don’t need a BGP because we already have enough competi- 
tion. This is a purely ideological argument (surprise!) that doesn’t look at the quality 
of the companies, nor at the results. Private insurance companies have a terrible 
history. Their innovations are generally pseudo-innovations, and the ways they 
choose to make money are not productive to the Nation as a whole — underwriting, 
refusing care, reneging on coverage, gaming providers who submit bills, etc. 

His second argument is that the public option will pay providers less than private 
companies will (not clear this is so), and thus cause other providers and patients 
to subsidize the BGP, the old transfer game that hospitals play. 

His third argument is “crowd out,” that in contrast to Fuchs who thinks hardly 
anyone will choose the BGP, Rove avers that so many will choose it that private 
companies will be stifled. As both Hacker and Pauly assert, however, if the playing 
field is indeed made fair, this will probably not be the case. And if it turns out to 
be as Rove fears, would that not be a testament to the underlying vapidity of the 
current private companies and their practices? If they can’t beat the government 
that’s a pretty low bar. 

Rove’s fourth argument is also Fuchs’, that Medicare and Medicaid are too expen- 
sive and do not lead to efficiencies, so the BGP would do the same. It’s true that 
government is not good at innovation and cost control. 

Fifth and finally. Rove asserts that a governmental monopoly will be unresponsive 
and a bad, socialistic option. This is the Trojan Horse or Slippery Slope argument — 
BGP today. National Health Service tomorrow. Well, the point is then to make the 
playing field level, and as Pauly suggests, let there be competing governmental enti- 
ties. 

Burd, finally, makes a non-BGP point, an argument that reminds me of the “Le- 
galize Marijuana” solution to the California State budget crisis in its indirect ap- 
proach. Burd says that Safeway has kept medical costs stable for the last 4 years 
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by giving their employees incentives to avoid tobacco, reduce obesity, and keep blood 
pressure and cholesterol in normal bounds. The better health of the group has led 
to lower costs. It strikes me that only smaller, private insurance groups could han- 
dle this kind of innovative approach, and thus beat the BGP in competition. 

Conclusion 

So, given that the OHP can make health insurance accessible by simply estab- 
lishing the exchange, but that it needs to do more to “fix” health care, does there 
have to be a BGP option? The answer is clearly yes. In fact, Pauly’s suggestion of 
having two BGP’s available on the menu would make the most sense — perhaps one 
a Federal and one a State program. 

If a BGP is on the menu, everyone agrees that the playing field needs to be made 
level. Community-rating and risk-adjustment could be accomplished by the Luft 
Major Risk Pool plan. The NEJM articles have cogent suggestions on other leveling 
procedures. More specifically for part of the means to this, the BGP needs not to 
undercut rates. I would suggest that the BGP start out with 130% of Medicare rates 
for primary care, 100% of Medicare for selected specialists (some, such as general 
surgery, would need to be higher; some, such as imaging could be lower). 

The temptation for health insurance companies would be to continue their oper- 
ations as they have practiced them in the past. The more the OHP can deny them 
profit from old, nonproductive practices, the more they will have to find new means 
to make profit. Denied profit possibilities from underwriting and clever plan design, 
they would be tempted to continue to deny payments and care, and to assert market 
power where possible to glean profit. The presence of the BGP would blunt their 
ability to force poor contracts on relatively weaker providers. If properly designed, 
the BGP would force the private plans to compete for the allegiance of providers by 
ceasing those practices. 

What would be left for the insurance plans to do? They would benefit if they were 
truly efficient in administration, practiced prevention as Burd suggests, aligned 
with groups that were themselves innovative in the way they delivered care, etc. 
We would look for innovation from the private sector as we always have. They 
would have the advantage over the BGP by not having to contract with all pro- 
viders; if the insurance company and providers shared their profits, both would have 
incentives. 

In addition, the presence of the BGP would act as a safety net. Everyone in every 
part of the country would have insurance available in a traditional way. If a private 
company tried to innovate and failed, the BGP would be there to pick up the pieces 
for the enrollees with that failed company. Also in addition, if small or large compa- 
nies chose the BGP over private companies, so be it. And with several BGP entities 
available, they would themselves have a competitive incentive and measuring stick 
to work against. 

Some say that a BGP is necessary to “keep the insurance companies honest.” 
Clearly, left to itself, the industry has not been trustworthy. I hope that I have 
shown to some extent how the BGP would function in keeping the private plans 
honest. 

Finally, it is important to note that the point of the BGP would not be to be inno- 
vative — that’s not something the government is good at, at least not for a long time. 
(See the OEO experience from the 60’s, for instance, on how innovation can begin 
and then be stifled.) It should be solid even if stolid, the safety net for everyone; 
honest, straightforward, maybe unimaginative, but present. The BGP should also be 
a lowest common denominator, in the sense that if the BGP can do something, then 
there is no reason other plans can’t do it, too. 


Statement of the Friends Committee on National Legislation 

Chairman Rangel and Members of the Committee: 

Thank you for your combined work and expertise to produce the tri-committee dis- 
cussion draft. We believe that this plan sets up a structure that could succeed in 
making high-quality comprehensive health care available and affordable for every- 
one in the United States. We offer a few comments and recommendations here to 
strengthen the plan and to further ensure that no one is excluded from health care 
coverage for lack of ability to pay or other reasons. 

The Friends Committee on National Legislation is a Quaker lobby in the public 
interest. Working in Washington since 1943, the Friends Committee promotes a vi- 
sion of a society that lives well with itself and others. We share a Quaker belief 
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in the essential integrity and decency of human beings, and support public policies 
that elicit and build on these strengths. 

In these comments, we lift up four critical elements of the tri-committee draft: 
The public plan, subsidies, preventive care, and regulation of the private health in- 
surance market. 

A Successful Launch for a Public Health Insurance Plan 

The House tri-committee draft describes a public insurance plan that would meet 
or exceed the requirements of all plans in the Health Care Exchange, which would 
be available, initially, to uninsured individuals and employees of very small employ- 
ers. 

We strongly support a public insurance plan, because of its potential availability 
to all health care consumers, and because of its eventual effect on the private mar- 
ket. A comprehensive standard public plan will set the bar for the private insurance 
market to meet. However, in order to have these desired effects, it is important 
that the public plan be launched to a broad demographic of potential par- 
ticipants. Large employers and currently insured individuals should be free to offer 
or opt for the public plan, along with those who may have been excluded from 
health insurance by prior existing conditions or high premiums relative to income. 

A robust launch accomplishes several intended goals, by: 

• Offering real competition in the marketplace, at a level and of a nature that 
will affect the business decisions of private companies that also hope to attract 
large employer buyers; 

• Including participants who represent a wide range of health care needs, not be 
weighted toward those with greater needs and fewer resources; 

• Lowering the cost of administration per participant, relative to a plan that in- 
cludes only individuals and small employers; 

• Providing health care providers with a built-in incentive to participate in the 
public plan; and 

• Alowing the plan to begin operating with a strong financial base. 

We are concerned that launching the plan to a relatively limited population that 
has not been well served by the current health insurance system will hamper the 
chances for the public plan’s success. We urge the three Committees to make the 
plan available both within and outside of the Exchange, to currently insured and 
uninsured individuals and groups. 

Subsidies to Make Health Care Affordable to All 

We strongly support income-based subsidies, delivered through the teix system or 
in other ways, to make health care affordable for non-elderly people who have in- 
comes above the (expanded) Medicaid eligibility level. The tri-committee draft pro- 
posal sets tiers of subsidies between 133 percent and 400 percent of the poverty 
level, ending with a standard that an individual or family should spend no more 
than 10 percent of income on health care. The draft essentially defines “affordable” 
as 10 percent of income, which we accept. 

However, at 401 percent of the poverty level, a family could easily be required 
to spend a much higher percentage of income — perhaps 18 percent or more — on 
health care premiums alone (ignoring, for the moment, out-of-pocket expenses). We 
unite with the comments of your first witness in the June 24 hearing. Professor 
Karen Pollitz of the Georgetown Health Policy Institute, who suggested that the 10 - 
percent-of-income standard be applied without regard to an income cap. 
The anomalies that might occur with relatively high-income families receiving sub- 
sidies could be addressed by specifying that the subsidies apply only to standard 
plans that offer what the public plan offers. Applying the 10-percent-of-income rule 
uniformly above 400 percent of poverty would eliminate the “cliff’ that would almost 
inevitably occur just above any cap on subsidies. As a result, the Committees could 
better achieve the goal of making health care affordable to all consumers. 

Preventive Care Prevents Costly Intervention 

We appreciate the inclusion and recognition of preventive care as a valuable com- 
ponent of the health care system. Besides its intrinsic value in contributing to the 
overall health of the U.S. population, preventive care and wellness programs will 
save money for the government and for individuals. 

We are aware of the CBO’s critique of the cost-effectiveness of prevention pro- 
grams. This critique, and indeed, that of a few of our respected colleagues, misses 
the point of investments in preventive and wellness programs. These analyses incor- 
porate two errors: 
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(1) They look for a payoff in 10 years. While many prevention and wellness pro- 
grams produce profound improvements in health status within a few years 
(weight loss, blood pressure decrease, cholesterol control, etc.), the dramatic 
cost savings (lack of a need for expensive medicines or surgical interventions) 
do not occur until later in life and are, indeed, difficult to catalog and cal- 
culate. Numerous long-range studies have shown the effectiveness of nutrition 
and behavioral changes; cost accounting that reaches beyond 10 years should 
be able to recognize and incorporate these savings. 

(2) These analyses are based on an inaccurate understanding of preventive care 
and wellness programs. Prescribing drugs to control high blood pressure, cho- 
lesterol, and other diseases is a type of treatment, not prevention. These drugs 
are prescribed only for individuals who already suffer from common chronic 
diseases, and they tend, if successful, to minimize the need for further inter- 
vention. 

According to the Milliken Institute, the combined cost of the top seven modifiable 
chronic diseases (cancer, diabetes, hypertension, stroke, heart disease, pulmonary 
conditions and mental disorders) exceeds $270 billion per year in direct care costs. 
A modest focus on prevention, early intervention and behavior changes can save 
about 80 percent of that cost annually. Preventive care and wellness programs ad- 
dress underlying conditions of obesity and physical inactivity and can and should 
be promoted broadly on a cost-effective basis to the public. 

Fair Play: Regulating the Private Health Insurance Market 

The private health insurance industry has benefited greatly from tax exemptions 
provided to both the employer and the employee for employer-provided health bene- 
fits. The Federal Government has every right to insist that, to qualify for this ben- 
efit, health care plans must meet certain criteria. 

To qualify for tax advantages offered in the employment context, any such plan 
should be required to meet certain standards, including a defined comprehensive 
package of medical, mental health and prescription services with no exclusions for 
prior existing conditions, age, or gender; no termination of individual insurance for 
expenditures by the insurance plan; no lifetime caps; and a maximum yearly out- 
of-pocket cost for participants. 

Rates for the standard package should be the same for all participants, with ad- 
justments permitted for family coverage and for broad geographic areas (i.e. States 
or regions, not redlined neighborhoods). Discounts for health predictors such as non- 
smoking or healthy weight could be permitted. But rate adjustments for age and 
other uncontrollable conditions should be minimized. Even the 2 to 1 ratio for age 
permitted in the House plan would result in unrealistically high premiums for older, 
but not Medicare eligible, individuals and heads of households. An unrealistically 
high premium means the exclusion of certain demographic groups. 

ERISA-qualified private plans — the standard private plans that qualify as an em- 
ployee benefit — should also be required to be made available to the individual mar- 
ket, at the same rates. 

The Tri-Committee Plan has two real options to catalyze change in the health 
care marketplace. One is by competition from a strong, widely available public plan. 
The other is by allowing a teix advantage only from employer-sponsored plans that 
meet the same criteria as the public plan, including breadth and depth of coverage, 
and rules governing guaranteed issue, renewability and rates. The Tri-Committee 
Plan is almost there. We believe that this plan, with some strengthening, can make 
an historic difference in health care availability and indeed in the health of this Na- 
tion. 

Thank you for the work that you and your staff have devoted to this important 
undertaking and for the opportunity to share our reflections and recommendations. 


Letter by Richard Kirsch 

Dear Chairman Rangel and Chairman Stark: 

Health Care for America Now (HCAN) appreciates the opportunity to comment on 
the draft House tri-committee health care reform legislation that is designed to ad- 
dress the critical health care issues that have plagued the American health care sys- 
tem for far too long. HCAN is a national grassroots movement powered by 30 mil- 
lion people and more than 1,000 organizations working to win a guarantee of qual- 
ity, affordable health care we all can count on. The draft legislation put forward by 
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your Committees shows that we can achieve the President’s goal of quality, afford- 
able health care for all this year. 

Your draft hill is an excellent example of what can he accomplished when Mem- 
bers of Congress work together to do what is best for the people they represent. It 
provides quality, affordable coverage for all, requires shared responsibility by indi- 
viduals, employers and government, and expands health insurance coverage choices, 
including being able to retain one’s coverage, have additional private plan options, 
and a public health insurance option designed to lower costs and keep insurance 
companies honest. 

HCAN strongly supports the provisions in the draft bill that make health insur- 
ance and health care services more affordable. In particular, premium assistance, 
reduced cost-sharing, and application of an out-of-pocket cap are central to making 
health care accessible to low-income individuals and families. Also, we commend you 
for your leadership in extending assistance in purchasing health insurance to work- 
ing families who have seen health costs increase four times faster than wages. 
Given the significant range in the cost of living across the country as well as the 
variance in the cost of health insurance coverage, these provisions are vital to en- 
suring that persons in all corners of our country are able to afford health insurance. 
Establishing true affordability is particularly important given that the draft bill re- 
quires individuals to obtain health insurance coverage. 

While the draft bill establishes a framework for achieving quality affordable 
health care for all, HCAN believes it should be strengthened in several critical 
areas: 

• In order for the public health insurance plan option to be effective, it must be 
truly robust with a strong national network of providers from the start. 

• The employer responsibility requirements should match the average contribu- 
tion large employers currently pay. 

• Health insurance must be affordable in terms of premium and cost-sharing and 
protect Americans from medical debt and bankruptcy. 

• Individuals should not be required to have coverage that is unaffordable and 
inaccessible; coverage for all must mean coverage for everyone. 

• Medicaid and CHIP need to be strengthened and new protections need to be put 
in place to ensure the benefits and cost-sharing protections of these programs 
are maintained. 

Public Health Insurance Plan Option 

HCAN commends the Committees for including in the draft a national public 
health insurance option, which is critical to reforming our health care system. So 
long as the playing field is not tilted against it, a public health insurance plan op- 
tion will promote competition and efficiency, provide stability and advance innova- 
tion. More broadly, the public health insurance plan option will foster payment and 
delivery system reforms, remedy disparities in access to care, and guarantee that 
quality, affordable coverage will be there for individuals and families no matter 
what happens to their jobs or their health. 

HCAN, however, is concerned that the public plan as proposed may not be large 
enough to compete on a level playing field with large national insurers, which have 
many built in advantages and considerable experience in State and regional mar- 
kets. The American Medical Association reports that 94 percent of insurance mar- 
kets in the United States are now highly concentrated. In many State markets, one 
insurer already controls more than half and often more than two-thirds of the mar- 
ket. Two companies alone control more than one-third of the private health insur- 
ance market — WellPoint with 35 million insured and United Health Group with 18 
million insured. The Health Insurance Exchange will include these well-established 
plans and other major players, which will make it very challenging for a new en- 
trant such as a public plan to enter the market. Therefore, we believe several im- 
provements are needed to the draft bill to ensure the public health insurance option 
can compete on a level playing field with private insurers. 

Recommendations 

• Ensure broad provider partieipation. Private insurers have had decades to 
build their provider networks. To ensure broad participation in a public plan 
start-up, the Committees should ensure that all providers (hospitals, institu- 
tional providers, physicians and other practitioners) that currently participate 
in public programs also participate in the public health insurance plan. How- 
ever, physicians and other health practitioners should retain the ability to opt 
out after a sufficient period that allows the plan to get established. 
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• All employers must be allowed to join the exehange. HCAN is concerned 
that the Exchange, and through it the public health insurance option, is re- 
stricted to employers with 10 or fewer employees in the first year and 20 or 
fewer employees in the second year. Allowing larger small businesses to join the 
Exchange in the first 2 years — for instance up to 100 employees — would give 
them access to more affordable health care options and create a much larger 
market that would increase the number of people insured both with private and 
public plans. While it may be necessary to give the Commissioner the authority 
to determine the schedule for phasing-in medium and large employers, the bill 
should specify that all employers eventually will be able to access the Exchange 
and the public plan. With more enrollees a public plan would be more viable 
in a very competitive insurance environment. 

Employer Responsibility 

HCAN believes that employers (including public employers) should be required to 
fund a meaningful portion of their employees’ and dependents’ health care costs. 
Employer responsibility is a necessary prerequisite for individual responsibility re- 
quirements. Ensuriim continued employer involvement in our health care system is 
also critical to the affordability of the package as a whole. 

We commend the Committees for recognizing the importance of a strong employer 
responsibility requirement. The draft bill also requires proportionate contributions 
for those employees who work less than a full-time schedule. HCAN offers the fol- 
lowing recommendations to strengthen the employer responsibility provisions in the 
draft bill. 

Reeommendations 

• Employer responsibility should match average contribution require- 
ments made by employers today. HCAN believes large employers should be 
responsible for funding at least 80% of the cost of individual coverage and 75% 
of family coverage for the defined benefit, which are the current average em- 
ployer premium contribution levels for employer-based health insurance. The 
employer contribution under the draft falls short of this goal — 72.5% for indi- 
vidual coverage and 66% for families. 

• The contribution amount should be applied to plans employers are cur- 
rently offering. The contribution percentages in the draft apply not to the ben- 
efit plan offered by the employer but to the “lowest cost plan that meets the 
essential benefits package.” Instead, we believe the contribution amount should 
be applied to plans employers are currently offering, or else the minimum re- 
quired employer contribution may be significantly less than it would otherwise 
be if the coverage actually offered was the basis for the requirement. 

• Contribution requirements should be based on a sliding scale. The Com- 
mittees should also scale the contribution requirements for small and medium 
employers based on wage levels, part-time and full-time emplojunent and num- 
ber of employees. It is important that the contribution for part-time employees 
be scaled so that employers do not have an incentive to create part-time em- 
ployment and thus avoid the employer’s share of the responsibility. 

• Accountability measures need to be in place to ensure compliance. 
There should also be an accountability mechanism in place for employers who 
alter employee status, such as by hiring people as “independent contractors” in- 
stead of employees, for the purpose of evading insurance obligations. 

• Employers should be responsible for covering their own workers. The 
legislation should ensure that employers who cover the employee of another em- 
ployer as a dependent should receive reimbursement equal to the noncovering 
employer’s contribution. Dependent children of working parents should be as- 
signed to the pa 3 dng employer as they are now. 

• Definitions of family should be expanded to include gay, lesbian, bisex- 
ual and transgender families. For the purposes of determining access to 
health insurance coverage, subsidies and related Federal teix treatment of 
health care benefits, definitions related to “family” should be extended to ensure 
inclusion of lesbian, gay, bisexual and transgender families, families headed by 
domestic partners, and recognize multiple family structures and diverse kinship 
networks. 

• Establishment of a reinsurance program that encourages employers to 
continue to provide coverage to pre-Medicare retirees. A requirement 
that individuals purchase coverage could result in employers dropping coverage 
for pre-Medicare retirees since reform does not require them to continue such 
coverage. This is similar to the challenge Congress faced with respect to ensur- 
ing that employers continued prescription drug coverage when the Medicare 
Modernization Act (MMA) was adopted in 2003. We appreciate the proposal to 
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establish such a reinsurance program to help ensure that coverage provided by 
employers and VEBAs to pre-Medicare retirees will be affordable (Section 501). 
This provision represents a positive step in addressing the health care needs 
of a vulnerable population. However, we recommend that the Committees make 
it a permanent program with sufficient funding. 

• All workers should have access to coverage. Employers who pay into the 
system should be assured that their workers have access to coverage, helping 
to ensure that their workforce remains productive. As written the bill would ex- 
clude certain immigrants from affordable credits even where the employer is 
“paying.” The House should explore mechanisms to ensure that all workers of 
employers who are “pa 3 dng” can benefit from that contribution and can have ac- 
cess to affordable coverage; in such cases it can be structured so that it is the 
employer’s payment, and not a Federal payment, that is being used to make the 
coverage affordable. 

Affordability Undividual Responsibility 

HCAN commends the Committees for the affordability and shared responsibility 
provisions of the draft bill that place the burden on the health of our Nation with 
individuals, employers and the government. We are pleased with the affordability 
credits that recognize that low- and moderate-income families need protection from 
both high premiums and high out-of-pocket costs. A sliding scale that phases out 
at 400% of the Federal poverty level is the minimum level necessary to assure con- 
sumers that coverage will be affordable. Similarly, HCAN strongly supports the 
study, by the Commissioner, of geographic variation in the application of the FPL. 
HCAN believes this report should be completed 12 months prior to year one. This 
information is necessary to establishing regionally-adjusted FPL limits that would 
more efficiently target subsidies to families that need them the most. 

HCAN, however, is concerned that the public plan as proposed may not be large 
enough to compete on a level pla 3 dng held with large national insurers, which have 
many built in advantages and considerable experience in State and regional mar- 
kets. The American Medical Association reports that 94 percent of State insurance 
markets in the United States are now highly concentrated based on U.S. Depart- 
ment of Justice criteria. In many State markets, one insurer already controls more 
than half and often more than two-thirds of the market. Two companies alone con- 
trol more than one-third of the private health insurance market — WellPoint with 35 
million insured and United Health Group with 18 million insured. The Health In- 
surance Exchange will include these well-established plans and other major players, 
which will make it very challenging for a new market entrant such as a public plan. 
Therefore, we believe several improvements are needed to the draft bill to ensure 
the public health insurance option can compete on a level playing field with private 
insurers. 

Recommendations 

• Provide cost-sharing credits to individuals and families with qualified 
employer coverage and allow individuals to apply their cost-sharing 
credits to their employer-sponsored coverage. Some individuals and fami- 
lies will face high costs relative to their income because their employer satishes 
the “play” requirement or their income is above 400% FPL. These individuals 
and families should receive cost-sharing credits in the year following any year 
during which they reach their out-of-pocket maximums in an effort to protect 
families from the risk of hnancial ruin and bankruptcy. Additionally, credit-eli- 
gible full-time (and part-time) workers who are likely to decline the employer 
offer should be allowed to apply their credit to the employer offer rather than 
enroll in the exchange. 

• The individual mandate should not apply to everyone unless everyone 
has access to affordable coverage. While HCAN supports provisions of the 
bill that incentivize individuals to obtain coverage, there is a lack of congruence 
between the exceptions from the tax and the guarantee of affordability, threat- 
ening to leave millions of individuals in the double bind of being penalized even 
though they lack access to affordable coverage. Health care should be provided 
to all people who pay taxes and contribute to the system and everyone should 
be required to pay their fair share. 

• Oppose expensive verification and documentation procedures. HCAN is 
concerned that the positive impact of several reform proposals on the table may 
be undermined by additional measures that would severely restrict access to 
health coverage by mandating new, expensive verihcation and documentation 
procedures. The best way to reduce costs in our health care system is to ensure 
that people do not have to follow a long paper trail to get to the doctor and that 
everyone shares the costs of a new system. 
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Medicaid and CHIP 

HCAN believes the Medicaid protections and standards given to people below the 
Federal poverty level should be extended to those with incomes up to 200% FPL, 
including no premium contribution requirements and only nominal cost-sharing re- 
quirements. Additionally, HCAN believes that individuals who are in groups cur- 
rently with cost-sharing exemptions or caps should maintain this protection. The 
Committees’ bill makes substantial improvements in coverage and access to low-in- 
come persons. For instance, the Committees’ commitment to ensure that every new- 
born and infant born in the United States have health coverage is a significant step 
toward improving child health. 

Recommendations 

• Increase Medicaid protections to 200% FPL. HCAN supports the House tri- 
committee bill’s increasing the across-the-board Medicaid eligibility to 133% 
FPL with full Federal funding. However, we urge that this limit be increased 
to as close to 200% as possible. 

• Cover legal immigrants. We are very disappointed that the draft does not 
support coverage for legal immigrants in Medicaid. In particular, HCAN sup- 
ports requiring States to cover otherwise eligible legal immigrants in Medicaid 
at the same levels as citizens, without waiting periods. We urge similar cov- 
erage for legal immigrants, without a waiting period, in Medicare. 

• Increase access to primary care. We strongly support the provision to in- 
crease Medicaid provider rates in primary care to Medicare payment levels by 
2012 and believe this will improve access to important health services. We also 
encourage consideration of increasing Medicaid outpatient provider rates for 
specialty services in a similar manner. 

• Preserve cost-sharing protections for children. HCAN appreciates a num- 
ber of positive provisions regarding children’s health, including coverage of well- 
baby, well-child, dental and vision services. However, it is important to continue 
the cost-sharing exemptions or caps currently provided for children in CHIP. If 
those affordability protections are discontinued after 2013, children could be 
worse off. 

• Preserve EPSDT for CHIP children. Children enrolled in CHIP in 13 States 
and the District of Columbia are currently guaranteed EPSDT benefits through 
their Medicaid expansion CHIP programs. Those children will lose access to 
these vital protections if moved into the Exchange, unless benefits in the Ex- 
change can be made comparable. 

• Cover all children and pregnant women. Low-income immigrant children 
and pregnant women should be eligible for Medicaid and CHIP regardless of 
their citizenship or immigration status. 

• Streamline enrollment proeedures. HCAN believes the enrollment process 
must be simplified across Medicaid and other insurance options. For example, 
the Committees should consider applying the 12-month continuous coverage 
provision currently proposed for the credit to Medicaid as well. 

• Increase protections to ensure seamless delivery of services covered by 
Medicaid and not covered by other insurance options through the ex- 
change. HCAN has serious concerns regarding the provisions that after 5 years 
would give States the option to provide access to the exchange for people eligi- 
ble for Medicaid. These concerns include, among others, that stronger protec- 
tions need to be established concerning the seamless delivery of services covered 
by Medicaid, the affordability of insurance on the exchange (even with sub- 
sidies) and procedural protections available to Medicaid participants that may 
or may not be available to those insured through the exchange. We look forward 
to working with the Committees to resolve these issues and make this proposal 
work for all stakeholders. 

Addressing Health Disparities Under Health Care Reform 

This draft demonstrates the strong commitment of the three Committees to 
achieving health equity for communities across the country. Health disparities popu- 
lations — including racial and ethnic minorities, immigrants, women, the lesbian, 
gay, bisexual, and transgender (LGBT) population, people living in rural and tribal 
areas, and others — have historically experienced differences in disease incidence, 
health outcomes, and access to health care, and these differences continue to persist 
in the Nation’s health care system under the status quo. The proposals included in 
the draft legislation make substantial, meaningful investments in achieving equi- 
table health outcomes for all people living in the United States and its territories. 

Please see the attached analyses, which provide section-by-section recommenda- 
tions to achieve the greatest impact for health disparities populations. The first 
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(“Attachment A”) includes recommendations for health disparities populations 
broadly, while the second (“Attachment B”) details recommendations with respect to 
immigrant populations. 

Recommendations 

Coverage 

• Family-based approach should apply to administration of affordability 
credits. The bill generally takes a family-based approach to application and en- 
rollment in health coverage, which helps reduce paperwork and which ensures 
that individuals and their dependents can get the coverage they need. A similar 
approach should be employed in administering the affordability credit. An af- 
fordable credit eligible individual should be able to include any dependents 
seeking coverage on the application for an affordable credit, without subjecting 
those dependents to the same individual eligibility determinations. Additionally, 
affordability credits for families should be set at levels that reflect the true cost 
of obtaining family coverage, which is on average 2.7 times more expensive than 
individual coverage. 

• Eliminate blanket exclusion for all persons with “non-immigrant visas.” 

The blanket exclusion of all persons with “non-immigrant” visas would deny ac- 
cess to affordable coverage to a broad range of individuals who are authorized 
by law to live, work, and remain in the United States, such as survivors of traf- 
ficking, domestic violence and other serious crimes who are cooperating in pros- 
ecuting these crimes (T and U visa holders), persons with fiance petitions (K 
visa holders), citizens of “compact of free association states” (Micronesia, Palau, 
Marshall Islands) and others. 

• Reform must be consistent with and responsive to the Federal Govern- 
ment’s trust responsibilities to American Indians and Alaska Natives. 

• Government findings that impact the health of a community should be 
publicly released. Finally, in order to foster a more transparent policymaking 
process, HCAN encourages government decisions that impact the health of a 
community to be evaluated, and the findings publicly released, on the potential 
positive and negative health effects of these decisions. 

Public Health Infrastructure 

• Increase support for community health centers. A robust public health 
system, at a minimum, invests in health planning, undertakes prevention strat- 
egies, conducts disease surveillance and management, increases health literacy, 
and fosters a health care safety net through community health care workers 
and clinics. HCAN strongly supports increased investments in the community 
health center network. Community health centers will continue to serve as crit- 
ical access points for many people living in underserved communities. 

Prevention and Wellness 

• Best practices must be “evidence-informed” rather than “evidence- 
based.” We applaud the Committees’ focus on community-based research and 
stakeholder input to develop and disseminate best practices, and recommend 
that the standard for these practices be “evidence-informed” rather than “evi- 
dence-based” unless and until sufficient new research on health disparities has 
been conducted. 

Data Collection 

• Data collection must be based on uniform categories. HCAN strongly sup- 
ports the establishment of uniform categories for the collection of race and eth- 
nicity as specified by 0MB Directive 15, including the five racial categories and 
dichotomous question of Hispanic ethnicity, as well as the development of 
standards for collecting primary language data. Congress should require health 
plans and other entities to collect disaggregated data on ethnic subpopulation 
and tribal affiliation whenever possible. To ensure transparency, HCAN urges 
the Committees to authorize and fund regular analyses of this data in order to 
track the Nation’s progress in narrowing gaps in health care access and quality 
and health outcomes, with a special emphasis on historically marginalized pop- 
ulations. 

• Standardized data must be collected across the entire health care sys- 
tem. Standardized, disaggregated health care data must be systematically col- 
lected and reported across the entire health care system in order to measure, 
track, and hold accountable our system’s progress toward eliminating racial and 
ethnic health disparities in health coverage, health care, and health outcomes. 
While HCAN staunchly supports the proposed requirement that plans partici- 
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pating in the Exchange report data to the Commissioner for the purpose of 
identifying and remed3dng disparities, we urge the Committees to broaden the 
scope of this proposal hy requiring all health plans — public and private — to col- 
lect this data from enrollees and report to a centralized system. 

Language Access and Cultural Competency 

• Health plans should provide culturally and linguistically competent 
health care services based on CLAS standards. All health plans, public 
and private, operating inside and outside of the Exchange should be required 
to provide health care services that are culturally competent and linguistically 
appropriate. Additionally, plans should be required to apply the culturally and 
linguistically appropriate services (CLAS) standards within all aspects of health 
services. 

• Language access services should be an essential benefit and reim- 
bursed under all public coverage. HCAN urges the Committee to include 
language access services — such as qualified medical interpretation and trans- 
lation — as an essential benefit. Additionally, these services should be reim- 
bursed under all public coverage programs, including both Medicare and Med- 
icaid, at adequate reimbursement rates — with a minimum of FMAP of 75%. 

• Codify Executive Order 13166. HCAN urges the Committees to codify Execu- 
tive Order 13166 to reinforce the prohibition of discrimination in health care 
settings based upon patients’ national origin. 

• “Individuals with limited English proficiency” should be specified as a 
vulnerable population to whom exchange-participating health benefits 
plans should be targeted. 

• Include adequate funding for workforce diversity initiatives. HCAN sup- 
ports the Committees’ efforts to increase the number of health care profes- 
sionals from underserved communities, and hopes that Congress will make ade- 
quate investments in these programs in order to achieve the greatest impact on 
the workforce. 

The National Health Insurance Exchange 

HCAN commends the Committees for including provisions that require the Ex- 
change to solicit and negotiate bids and contracts for coverage through the Ex- 
change from qualified health benefit plans. HCAN offers the following recommenda- 
tions to strengthen the exchange provisions in the draft bill. 

Recommendations 

• State exchanges should have the ability to negotiate with qualified 
health benefits plans. 

• Ensure notice of exchange and affordability credits. The provisions on 
outreach and enrollment by the Exchange would be improved if existing 
COBRA/HIPAA requirements were amended to require notice of the availability 
of the Exchange, including the availability of affordability credits. For those 
who have lost employment-based coverage through loss of a job or loss of a 
spouse, the availability of the Exchange and affordability credits can help those 
individuals to meet their individual responsibility for coverage in an affordable 
way despite the loss of a job or a spouse to death or divorce. 

• Privacy protections. HCAN urges the Committees to include provisions pro- 
tecting the privacy of those covered by the Exchange so that information col- 
lected by the Exchange cannot be shared with other government agencies and 
used for other purposes. The Social Security Administration has strong privacy 
protections that assure that information provided to the Social Security Admin- 
istration is not shared with other government agencies. 

Comprehensive Benefits 

HCAN commends the Committees for including an “essential services” benefits 
package and creating the Health Benefits and Advisory Committee (HBAC) to rec- 
ommend benefits beyond those listed in the draft bill. HCAN offers the following 
recommendations to strengthen the essential benefits package and the HBAC. 

Recommendations 

• Terms for members of the Health Benefits and Advisory Committee 
(HBAC) should be specified and staggered to protect its independence. 

HCAN supports the Committees’ establishment of an independent Health Bene- 
fits Advisory Committee (HBAC) to recommend an essential benefit package be- 
yond the broad direction provided by the legislation. Decisions about the specific 
services and items that must be covered should be made by health experts who 
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are charged with shaping a benefit package grounded in science and guided by 
established standards of medical care. HCAN urges the Committees to establish 
terms of service for HBAC members and to stagger the terms so that all of the 
positions do not come open at a single time. This will guard against the possi- 
bility that the appointment process might in the future be used to impose a po- 
litical agenda, which would undermine the medical judgment, expertise and 
independence of the HBAC. 

• Comprehensive dental eoverage must be an essential benefit. Com- 
prehensive dental care is an essential part of health care throughout the life- 
span, and such services may be especially important to the well-being of people 
who have been subjected to domestic violence that includes battering resulting 
in broken bones in the jaw or damage to teeth. 

Insurance Regulation 

HCAN commends the Committees for including new insurance regulations that 
will prohibit insurers from excluding coverage based on preexisting conditions, re- 
fusing to renew plans, and prohibit them from being able to charge people different 
premiums based on their gender, health status, or occupation; while limiting the 
percent difference insurers can charge based on age. HCAN offers the following rec- 
ommendations to strengthen the insurance regulations provisions of the draft bill. 

Recommendations 

• Identify a decisionmaking body charged witb setting standards to de- 
termine “clinical appropriateness.” While the Discussion Draft would pro- 
hibit a qualified health benefit plan from imposing “limits unrelated to clinical 
appropriateness,” without further clarification, insurance companies would ulti- 
mately have the unfettered discretion to determine what “clinical appropriate- 
ness” would allow them to impose service limits. 

HCAN recommends a minor modification to Division A, Title I, Subtitle C, Section 
123(c) (p. 23) to require the Health Choices Commissioner, the Health Benefits Ad- 
visory Council or some other independent entity (other than insurance companies) 
to issue objective standards to guide the use of a clinical appropriateness standard 
to impose any coverage limits. 

• Structure cost-sharing limitations to protect against particularly oner- 
ous deductibles. We strongly support the inclusion of significant cost-sharing 
protections. HCAN is concerned, however, that the bill fails to address 
deductibles, which likewise impose significant barriers to care when deductibles 
are too high, and are especially burdensome for low-income individuals. HCAN 
recommends modification of the language regarding cost-sharing in Division A, 
Title I, Subtitle C, Section 122(c)(2)(C) (p. 26) [“In establishing cost-sharing lev- 
els for basic, enhanced, and premium plans under this subsection, the Commis- 
sioner shall, to the maximum extent possible, use only copayments and not coin- 
surance.”]. We encourage you to discourage the use of deductibles in addition 
to coinsurance, and to make clear that, to the extent any deductibles are part 
of any cost-sharing scheme, they should be set at sufficiently low levels to en- 
sure that they do not impose cost-related barriers to accessing health care serv- 
ices. 

• Add key notice and reporting requirements to prevent insurers from 
inappropriately limiting enrollment under the capacity exemption. We 

commend the Committees for including many important insurance market regu- 
lations for Exchange participating plans. HCAN, however, is concerned that 
without further clarification, insurance providers may inappropriately use a “ca- 
pacity limitation” exception to limit enrollment if they find that a plan is at- 
tracting higher-cost enrollees. To avoid the inappropriate use of exceptions to 
enrollment requirements, we recommend language modification to Division A, 
Title II, Subtitle A, Section 204(b)(4) (p. 61) to clarify that: 

Contracts with Exchange participating issuers would expressly indi- 
cate and quantify any capacity limitations; for those contracts that do 
address capacity limitations, the Commissioner should ensure that ade- 
quate alternative insurance plan options would be available under each 
benefit tier through the Exchange in the event that such capacity limi- 
tations are reached; a reporting requirement “trigger” for insurance 
issuers to notify the Commissioner in advance of reaching capacity lim- 
itations that would allow enrollment limitations. 
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Delivery System Reform 

We applaud the Committees for considering innovative new health care delivery 
system structures, and support the premise that these new payment models are an 
opportunity to redesign care delivery to encourage better care coordination, greater 
efficiency, and more patient-centered care. HCAN, however, has several concerns 
with the current provisions in the bill and offers the following recommendations to 
improve these provisions. 

Recommendations 

Accountable Care Organization Pilot Program 

Without appropriate safeguards models such as the AGO model could result in 
perverse incentives for providers to under-deliver care for patients. We are particu- 
larly concerned that the underlying focus of the ACO pilot is the achievement of 
savings in Medicare, with too little emphasis on improving care for patients and 
holding ACOs accountable for delivering patient-centered care. 

• Change ACO incentive payments to reflect quality. While we are pleased 
that the bill calls for ACOs to report on quality measures and “utilize patient- 
centered processes of care, including those that emphasize patient and caregiver 
involvement in planning and monitoring of ongoing care management plan,” we 
are concerned about the basis of the ACOs’ incentive payments. The bill indi- 
cates these payments will be made to ACOs only if the expenditures are less 
than a target spending level or a target rate of growth. There is no language 
linking incentives to the delivery of high-quality, patient-centered care. We urge 
you to build accountability mechanisms into the new payment models to provide 
a check against providers’ potential financial incentives to skimp on patient 
care. 

• HHS should be charged with identifying and endorsing patient-cen- 
tered measures. The Secretary of HHS should be charged with identif3dng and 
endorsing patient-centered measures for the services and activities performed 
by ACOs, that ACOs be required to report on such measures, and that the re- 
porting be independently validated. 

Medical Home Pilot Program 

• The pilot program should focus on improving health outcomes for vul- 
nerable populations and delivering appropriate care and should be ex- 
panded nationally as quickly as proven successful. We urge you to im- 
prove this section by incorporating into the pilot program an ongoing and con- 
tinuous process for assessing the performance of medical home practices on 
measures of patient-centered care. For example, in addition to being required 
to meet patient-centered standards to be recognized as a medical home, prac- 
tices should demonstrate on an ongoing basis that they are delivering patient- 
centered care. 

Post Acute Care Services Payment Reform Plan 

We support your efforts to encourage better coordinated, integrated and account- 
able care by addressing avoidable and preventable hospital readmissions. Patients 
who are rehospitalized after a recent discharge experience greater-than-expected 
clinical complications, incur higher-than-expected costs, and are less satisfied with 
their health care. We recognize, however, that a bundled payment for expected serv- 
ices puts hospitals more at risk for costs that exceed the payment. 

• Ensure patient proteetions are included to eliminate incentives for hos- 
pitals to reduce needed care for patients or disregard patient pref- 
erences about kinds and sources of post-acute care. We recommend that 
the Secretary of HHS be charged with identifying and endorsing patient-cen- 
tered measures for the services and activities intended to be captured by the 
bundled payment policy, that any hospital participating in the bundled payment 
be required to report on such measures, and that the reporting be independ- 
ently validated. 

• Expand demonstration projects that bundle payments. HCAN rec- 
ommends that the introduced bill should expand these demonstration projects 
into a nationwide pilot program to bundle hospital and physician payments for 
inpatient care and provide for the development, testing and, if prudent, expan- 
sion of shared savings programs within Medicare. 
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Establishment of National Priorities and Performance Measures for Quality 
Improvement 

We strongly support establishment of a process to identify priorities for perform- 
ance measures and quality improvement. Without the right measures and measure- 
ment, we can’t transition to quality-based payment (as opposed to volume-based), 
we can’t assess and eliminate disparities, and we can’t tell whether such new pay- 
ment models as ACOs, medical homes, or bundled payments are actually resulting 
in better care for patients. 

• National priorities and performance measure should include broad 
stakeholder involvement. The Secretary of HHS should draw upon a multi- 
stakeholder process to inform and make recommendations. Such a process al- 
lows consumers and patients to have a meaningful role in shaping and advanc- 
ing quality measurement. 

• The Committees should include a process for testing and implementa- 
tion of new purchasing initiatives. This process should evaluate the use of 
pay for quality and value-based purchasing initiatives, similar to the ap- 
proaches contained in the “Affordable Health Choices Act” and the Senate Fi- 
nance Committee’s Delivery Reform options paper. 

Prevention and Wellness 

HCAN believes the draft bill represents an impressive policy mix aimed at shift- 
ing our health care system from disease care to true preventive health care, which 
reflects HCAN’s commitment to quality, cost savings, and equity. HCAN offers the 
following recommendations to strengthen the quality, prevention and wellness provi- 
sions in the draft bill. 

Recommendations 

• Increase funding for the Prevention Trust Fund and build on Medi- 
care’s pay for reporting initiative. HCAN believes the Committees should 
increase funding for the Prevention Trust Fund in the draft bill to the level in 
the Senate’s “Affordable Health Choices Act.” 

HCAN commends you for your leadership in fashioning this legislation. As the 
legislative process moves forward, HCAN is eager to work with the Committees to 
ensure that this excellent draft and the needed improvements reach enactment. We 
look forward to working with you to address the remaining issues and to move this 
critical bill through the legislative process. Thank you again for your consideration 
of these comments. 

Sincerely, 

Richard Kirsch 
National Campaign Manager 
Health Care for America Now 


ATTACHMENT A 

Section-by-Section Review of Disparities Provisions in the Tri-Committee 
Health Care Reform Bill 

/. Affordable Health Care for All 

Sec. 123. Health Benefits Advisory Committee 

HCAN is pleased that the membership of the Health Benehts Advisory Committee 
must include experts on health disparities within racial and ethnic minority and 
disability communities as well as specialists on children’s health. HCAN urges the 
Committee to ensure that the perspectives of other underserved communities — such 
as women, the LGBT population, and people living in rural and tribal areas — are 
also represented by the Advisory Committee. 

Sec. 143. Consultation and Coordination 

HCAN supports the inclusion of Indian Tribes and Tribal governments in the con- 
sultation and coordination provisions. The government-to-government relationship 
between Indian tribes and the Federal Government is a necessary for the health 
and independence of Indian communities. HCAN encourages the Committees to in- 
clude language to encourage conferring — not consulting, which infers a government- 
to-government relationship — with Urban Indian health programs to ensure that that 
the Federal Government and States fulfill in the trust responsibility to all Indian 
people. 
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Sec. 152. Prohibiting Discrimination in Health Care 

We strongly support the Committees’ commitment to preventing discrimination 
based on personal characteristics in all aspects of health care delivery and health 
coverage plans. The Committees recognize that health reform legislation should in- 
clude broad protections and adequate remedies, including the right to sue, with suf- 
ficient resources for enforcement to ensure that each actor in a reformed health care 
system is held accountable for adhering to nondiscrimination protections. 

These regulations promulgated by the Secretary must be rigorously enforced. The 
enforcement of anti-discrimination laws in health care is indispensable and must in- 
clude directing sufficient resources to monitor, prosecute, and ensure active compli- 
ance with all civil rights laws, and must integrate and prioritize the health issues 
of communities of color in all relevant agencies of the Federal Government. 

Sec. 202(b)(7) Essential Community Providers 

While HCAN strongly supports this provision and applauds the Committees for 
including community providers, we believe that Indian health providers must be 
specifically included as an essential community provider in order to protect the in- 
tegrity of the Indian Health Service. Often private insurance plans, and even States, 
refuse to contract or otherwise work with Indian health providers because Indian 
patients are poorer and sicker than the general population, thus presenting a high 
risk. By specifically stating that Indian health providers are designated essential 
community providers which must be included in any PPO or other reimbursement 
scheme. Merely allowing an entity to designate Indian health programs as essential 
providers is not adequate. Tribes have enormous experience, across the country, 
with the variety of ways they can be excluded as providers by insurance plans. This 
is why Medicaid protections were included in ARRA Section 5006(d) which simply 
requires plans to pay Indian programs as in network providers. This type of provi- 
sion should apply to all plans participating in an Exchange. 

Sec. 242. Affordable Credit Eligible Individual 

The bill generally takes a family-based approach to application and enrollment in 
health coverage, which helps reduce paperwork and which ensures that individuals 
and their dependents can get the coverage they need. HCAN strongly urges the 
Committees to employ a similar approach in administering the affordability credit. 
An affordable credit eligible individual should be able to include any dependents 
seeking coverage on the application for an affordable credit, without subjecting those 
dependents to the same individual eligibility determinations. 

In addition, the blanket exclusion of all persons with “non-immigrant” visas is 
troublesome, since it would deny access to affordable coverage to a broad range of 
individuals who are authorized by law to live work, and remain in the United 
States, such as survivors of trafficking, domestic violence and other serious crimes 
who are cooperating in prosecuting these crimes (T and U visa holders), persons 
with fiance petitions (K visa holders), citizens of “compact of free association states” 
(Micronesia, Palau, Marshall Islands) and others. 

Sec. 59B. Tax on Individuals Without Acceptable Health Care Coverage 

The array of health coverage options from which individuals and families may 
choose must be available to all people living in the United States and its territories. 
It would be unacceptable if any individual who lacked access to affordable coverage 
were then penalized for their failure to enroll, yet the exemptions from the teix are 
not congruent with the guarantee of affordable coverage. For example, many immi- 
grants ineligible for an affordable credit are, due to their “substantial presence” in 
the United States, defined as “resident aliens” under the Tax Code and are therefore 
not subject to the exemption for “nonresident aliens” however, rather than expand- 
ing the exemptions, HCAN urges the Committees to take as their first priority en- 
suring that the broadest range of individuals do have access to affordability mecha- 
nisms that make it possible to obtain health insurance coverage. 

Sec. 1302. Medical Home Pilot Program 

We strongly support the creation of a pilot program for community-based medical 
homes which integrate nonphysician practitioners and community health workers 
into chronic disease management and public health education. However, HCAN rec- 
ommends that the Committees adopt an “evidence-informed” standard for medical 
home guidelines rather than an “evidence-based” standard. Clinical research and 
evaluation is sorely lacking for many vulnerable populations, such as racial and eth- 
nic minorities, women, and the LGBT community, making an “evidence-informed” 
standard more appropriate. 
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Sec. 1401. Comparative Effectiveness Research 

Best practices in treatment, services, and medications must be pounded in evi- 
dence that is based on the actual populations involved. To ensure that comparative 
effectiveness research will truly promote improvements in quality care, the Commit- 
tees should ensure fair representation of all groups in health research that have 
been historically excluded from health research including women of all ages, races, 
and ethnic groups, lesbian, gay, bisexual, and transgender individuals, and children. 
Although the Committees do call for research to include these populations and ac- 
count for any differences “as feasible and appropriate,” HCAN believes that more 
robust requirements and incentives to conduct research inclusive of these popu- 
lations are necessary. 

Sec. 1801. Medicaid Eligibility for Individuals With Income Below 133 Per- 
cent of Poverty Level 

HCAN supports efforts to expand Medicaid eligibility to 133% of the Federal pov- 
erty level and to nontraditional Medicaid-eligible populations. In addition, we urge 
the Committees to repeal the 5-year waiting period and sponsor-related harriers for 
legal immigrants in Medicaid and CHIP by mandating that States cover legal immi- 
grants on the same basis as citizens in these programs as well as Medicare. 

Sec. 1802. Requirements and Special Rules for Certain Medicaid Enrollees 
and for Medicaid Eligible Individuals Enrolled in a Non-Medicaid 
Exchange-Participating Health Benefits Plan 

With respect to the proposed incentive for reducing State matching percentages, 
the Committees should be cognizant of the fact the way in which States’ reduction 
in uninsured populations will be measured — by the Current Population Survey con- 
ducted by the U.S. Census Bureau — does not include data for U.S. territories. 

Sec. 1201. Increased Funding [for Community Health Centers] 

A robust public health system, at a minimum, invests in health planning, under- 
takes prevention strategies, conducts disease surveillance and management, in- 
creases health literacy, and fosters a health care safety net through community 
health care workers and clinics. Community health centers will continue to serve 
as critical access points for many people living in underserved communities. HCAN 
strongly supports increased investments in the community health center network 
under health care reform. 

Sec. 2301. Prevention and Wellness 

HCAN applauds the Committees for developing proposals that recognize the 
needs, language, culture, infrastructure and practices of the local population and 
build local capacity to address the health care deficiencies in the community. 

We support establishing and funding Health Empowerment Zones which integrate 
community-based strategies in health care delivery in order to reduce disparate 
health outcomes in underserved communities. 

We also strongly support the Committees’ robust investments prevention and 
wellness programs with a strong commitment to health equity. The creation of the 
Task Force on Community Preventive Services demonstrate the Committees’ com- 
mitment to eradicating disparities in health care and health outcomes for histori- 
cally underserved populations. We applaud the Committees’ focus on community- 
based research and stakeholder input to develop and disseminate best practices, and 
recommend that the standard for these practices be “evidence-informed” rather than 
“evidence-based” unless and until sufficient new research on health disparities has 
been conducted. 

HCAN agrees with the Committees’ definition of health disparities populations, 
which recognizes populations that have been historically marginalized from the 
health care system — including racial and ethnic minorities as well as geographically 
isolated individuals — and also appropriately allows for the further delineation of 
subpopulations. 

II. Data Collection and Reporting 

Sec. 142. Duties and Authority of Commissioner 

Sec. 204. Contracts for the Offering of Exchange-Participating Health 
Benefits Plans 

Section 221. Establishment and Administration of a Public Health Insurance 
Option as an Exchange-Qualified Health Benefits Plan 

One of the primary functions of the Health Choices Commissioner will he data col- 
lection within the Exchange for the purposes of promoting quality and reducing 
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health disparities. We support the data collection and reporting requirements to 
which private health plans in the Exchange are subject in order to realize these ob- 
jectives. HCAN urges the Committee to clarify that this data should include demo- 
graphic information about plan enrollees, including race, ethnicity, primary lan- 
guage, ethnic subpopulation, socioeconomic position, sexual orientation, gender iden- 
tity, gender, and age. Additionally, health plans should report data on key health 
plan performance indicators (e.g., nonpatient specific claims and outcomes data; con- 
sumer satisfaction and disenrollment rates; provider satisfaction; initial and post- 
resubmission claims denial rates) stratified by demographic characteristics. 

Sec. 1709. Assistant Secretary for Health Information 

The statistics on key health indicators as determined by the Assistant Secretary 
should be stratified by race, ethnicity, primary language, gender, age, and other key 
demographic information. HCAN strongly supports the establishment of uniform 
categories for the collection of race and ethnicity as specified by 0MB Directive 15, 
including the five racial categories and dichotomous question of Hispanic ethnicity, 
as well as the development of standards for collecting primary language data. In ad- 
dition, Congress should require health plans and other entities to collect 
disaggregated data on ethnic subpopulation and tribal affiliation whenever possible. 

Because standardized data collection is a prerequisite to comparing data across 
plans, HCAN urges Congress to mandate that standardized categories for the collec- 
tion of race and ethnicity data, as well as other key subpopulation information, for 
all health plan data collection and reporting. HCAN supports providing States with 
funding to upgrade data collection systems in order to comply with these standards 
for data collection and reporting. 

III. Language Access and Cultural Competence 
Sec. 122. Essential Benefits Package Defined 

In addition to the broad categories of services outlined in this section as essential 
benefits, HCAN urges the Committee to include language access services — such as 
qualified medical interpretation and translation — as an essential benefit. 

Sec. 133. Requiring Information Transparency and Plan Disclosure 

HCAN is pleased that health plans must provide timely disclosure of plan docu- 
ments and any plan changes in plain language, and urges the Committees to re- 
quire health plans to make these materials available in multiple languages in order 
to best serve individuals whose English proficiency is limited. 

Sec. 204. Contracts for the Offering of Exchange-Participating Health 
Benefits 

HCAN strongly supports the requirement for Exchange-participating health plans 
to provide for health care services that are culturally competent and linguistically 
appropriate. We urge the Committees to expand this requirement to all health 
plans, public and private, operating outside of the Exchange. 

Sec. 204. Outreach and Enrollment of Exchange-Eligible Individuals and 
Employers in Exchange-Participating Health Benefits Plan 

HCAN applauds efforts to provide culturally and linguistically competent edu- 
cation and outreach about the Health Insurance Exchange to vulnerable commu- 
nities by the Commissioner or other appropriate entities. Allowing the Commis- 
sioner to partner with community-based organizations and leaders will substantially 
increase awareness and enrollment. 

In addition to the populations identified by the Committees as critical outreach 
populations — children as well as individuals with disabilities, mental illnesses, or 
other cognitive impairments — HCAN recommends the inclusion of historically un- 
derserved communities, such as racial and ethnic minorities, women, LGBT individ- 
uals, and residents of rural and tribal areas. 

Sec. 1222. Demonstration to Promote Access for Medicare Beneficiaries 
With Limited English Proficiency by Providing Reimbursement for 
Culturally and Linguistically Appropriate Services 

Sec. 1223. lOM Report on Impact of Language Access Services 

HCAN applauds the Committees’ intention to improve Medicare recipients’ access 
to culturally and linguistically appropriate services through a demonstration project 
as well as provide for an evaluation on the impact of this project. However, there 
is an existing wealth of research which demonstrates the benefits of culturally and 
linguistically appropriate care. In addition. Federal public programs such as Med- 
icaid already provide reimbursement for language services on the basis of such evi- 
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dence. Accordingly, HCAN suggests that the Committees should broaden the scope 
of this effort and provide reimbursement of these services to the entire Medicare 
program. 

Additionally, ensuring reimbursement for the provision of language services under 
public coverage programs at adequate reimbursement rates — with a minimum of 
FMAP of 75% — will give providers some new tools to meet their obligations to take 
reasonable steps to provide language services to limited-English-proficient patients. 

Sec. 2241. Cultural and Linguistic Competence Training for Health Care 
Professionals 

HCAN supports efforts to increase effective cultural and linguistic competency 
training for health care professionals. We recommend that these education and 
training programs raise awareness and address the role of gender, social and cul- 
tural biases in clinical decisionmaking to prevent nonclinical or nonbiological judg- 
ments based on sex, race, ethnicity, sexuality, gender and gender identity, which in- 
appropriately affect the amount and kind of treatment received. 

In addition to these programs, HCAN recommends improving funding for the 
training of interpreters and translators who are qualified to assist limited-English- 
proficient patients. 

IV. Health Care Workforce Diversification 
Sec. 2241. Centers of Excellence 

Sec. 2242. Scholarships for Disadvantaged Students, Loan Repayments and 
Fellowships Regarding Faculty Positions, and Educational Assistance 
in the Health Professions Regarding Individuals From Disadvantaged 
Backgrounds 

Sec. 2243. Nursing Workforce Diversity Grants 

Sec. 2244. Coordination of Diversity and Cultural Competency Programs 

HCAN applauds the Committees’ efforts to increase the number of health care 
professionals from underserved communities, and hopes that Congress will make 
adequate investments in these programs in order to achieve the greatest impact on 
the workforce. 

Sec. 2261. Health Workforce Evaluation and Assessment 
National Center for Health Workforce Analysis 

We support the establishment of these national centers to establish and measure 
benchmarks for the health care workforce, including Federal programs. We applaud 
the Committees’ requirement for members of the Advisory Committee to include 
representatives from underserved and underrepresented communities. These bench- 
marks should reflect the national priority of achieving a diverse workforce with ade- 
quate representation of racial and ethnic minorities and other critical populations. 

ATTACHMENT B 

Summary of Immigration Recommendations to the House Tri-Committee 

Health Reform Bill 

Proposed by the National Immigration Law Center 
June 29, 2009 

Last week the National Immigration Law Center recently offered several rec- 
ommendations aimed to improving immigrant inclusion in health care reform. Below 
is a summary, presented in order of the sections as they appear in the bill. 

Expanding Examples of “Vulnerable Individuals” (p. 67) 

In the section on “Outreach and Enrollment of Exchange-Eligible Individuals and 
Employers in Exchange-Participating Health Benefits Plan,” adding “individuals 
with limited English proficiency” to the list of “vulnerable individuals” to whom out- 
reach should be targeted would help insure the likelihood of participation in health 
coverage by those who are limited-English proficient (as well as hearing-impaired), 
as follows: 

“(1) Outreach. — 

Such outreach shall include outreach specific to vulnerable populations, such as 
children, individuals with disabilities, individuals with mental illness, individuals 
with other cognitive impairments, and linguistically isolated individuals.” 
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Definition of Affordable Credit Eligible Individual (p. 103) 

The draft bill makes affordable credits only to “an individual who is lawfully 
present in a State in the United States (other than as a non-immigrant described 
in 101(a)(15) of the INA).” The blanket exclusion of “non-immigrants” leaves out 
several categories of persons who are authorized by law to live and to remain in 
the United States, such as survivors of trafficking, domestic violence and other seri- 
ous crimes who are cooperating in prosecuting these crimes (T and U visa holders), 
persons with fiance petitions (K visa holders), citizens of “compact of free association 
states” (Micronesia, Palau, Marshall Islands) and several other categories of “non- 
immigrants” who are permitted to live and work here permanently or are on a path- 
way to lawful permanent residence. 

To ensure that lawfully present individuals who are also residing in the United 
States are eligible: 

Sec. 242(a)(1) should be revised to read: 

“(1) In General. — For purposes of this division, the term “affordable credit eligible 
individual” means, subject to subsection (b), an individual who is lawfully residing 
in the United States.” 

“Lawfully residing in the United States” is precisely the language used to define 
which immigrant children and pregnant women are eligible for federally funded 
health coverage under the recently enacted section 214 of the Children’s Health In- 
surance Program Reauthorization Act of 2009 (“CHIPRA,” H.R. 2). The terminology 
has been vetted and battle-tested. 

Streamlining Coverage for Families (p. 104) 

The bill generally takes a family-based approach to application and enrollment in 
health coverage, which helps reduce paperwork and which ensures that individuals 
and their dependents can get the coverage they need. A similar approach should be 
employed in administering the affordability credit. 

Sec. 242(a)(2) should be revised to read: 

“(2) TREATMENT OF FAMILY. — Notwithstanding any other provision in this 
Title and except as the Commissioner may otherwise provide, an affordable credit 
eligible individual may apply for a credit under this subtitle for the purpose of se- 
curing family coverage. Individuals seeking family coverage shall include any de- 
pendents seeking coverage on the application.” 

Tax on Individuals Without Acceptable Health Coverage (p. 136) 

The political viability of the government enacting an individual mandate imposing 
a financial penalty on uninsured persons hinges on a question of fairness. If individ- 
uals and families subject to a penalty have access to affordable coverage, the public 
will view it as fair to expect them to fulfill a responsibility to enroll. Unlike the Sen- 
ate HELP bill, which expressly exempts from penalty “any person for whom afford- 
able health care coverage is not available,” the House bill exempts a small number 
of enumerated groups. 

Included among these groups are “nonresident aliens” (p. 138). However, there is 
no parallel between “nonresident aliens” and the various categories of immigrants 
lacking access to affordable coverage because under the discussion draft they are in- 
eligible for both Medicaid and an affordable credit. The term “nonresident alien” is 
not what it implies. It is a term of art in the Tax Code that essentially means a 
noncitizen who is neither a lawful permanent resident nor a person who has had 
a “substantial presence” in the United States during the year, a test that gets to 
physical presence and is unrelated to immigration status. Even undocumented im- 
migrants are considered “resident aliens” for teix purposes so long as they meet the 
substantial presence test. For more information, see: http://www.irs.gov/taxtopics/ 
tc851.html. 

Therefore, under the House bill, millions of immigrants would have no access to 
affordable coverage and yet would appear vulnerable to being penalized for failing 
to obtain acceptable health care for themselves or their families. Although the bill 
does signal that future regulations may enable individuals in this circumstance to 
apply for a hardship waiver (see p. 142), this does not offer protection sufficient to 
assuage concerns or controversy over the disjuncture. Immigrant parents with cit- 
izen children could be penalized for their own lack of coverage even if they enrolled 
the eligible children in coverage. 

As a practical matter, subjecting low-income immigrants to a tax penalty for fail- 
ure to secure health coverage that they cannot afford will discourage tax compliance 
and collection. Approximately 1 million tax returns are filed with Individual Tax- 
payer Identification Numbers, most of which are assumed to belong to undocu- 
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merited immigrants taking the extraordinary step of filing personal income tax re- 
turns despite their status. The prospect of having a penalty levied could change the 
equation for many of these individuals. 

This problem highlights the need to broaden pathways by which individuals and 
families are able to secure affordable coverage (and therefore be fairly subject to a 
penalty if they fail to do so) including: 

• Enabling affordable credit individuals to secure family coverage; 

• Enabling all low-income children to secure Medicaid and CHIP; 

• Exploring mechanisms to ensure that all workers of employers who are “paying” 
can benefit from that contribution and can have access to affordable coverage; 
in such cases it can be structured so that it is the employer’s payment, and not 
a Federal payment, that is being used to assist any immigrant worker who is 
not otherwise affordable credit eligible. 

Medicaid and CHIP (Title VIII) 

Public opinion overwhelmingly supports access to coverage and care for legal im- 
migrants on the same basis as citizens. Concerns regarding potential push-back 
from States due to increased expenditures ring hollow given the larger expansions 
of Medicaid for citizens proposed in the discussion draft, and the fact that almost 
half the States, including most of the States with the largest immigrant populations, 
have been providing coverage for immigrants with no Federal match during many 
of the years following enactment of welfare reform. Restoration of eligibility would 
provide them welcome fiscal relief. This is the time to provide access to health care 
for low-income immigrants. 

To remove the discriminatory barriers to health coverage for legal immigrants im- 
posed by the 1996 welfare law, including the 5-year waiting period, the restrictive 
and outdated list of “qualified” immigrants, and sponsor-related barriers, and to en- 
sure timely and effective care for all children and pregnant women, the following 
sections should be inserted in Title VIII: 

“Medicaid” 

Section 1903(v) of the Social Security Act (42 U.S.C. 1396b(v)) is amended — 

(1) by striking paragraph (4) and inserting the following new paragraph: 

“(4)(A) Notwithstanding sections 401(a), 402(b), 403, and 421 of Public Law 104- 
193, payment shall be made under this section for care and services that are fur- 
nished to individuals, if they otherwise meet the eligibility requirements for medical 
assistance under the State plan approved under this subchapter other than the re- 
quirement of the receipt of aid or assistance under subchapter IV of this chapter, 
supplemental security income benefits under subchapter XVI of this chapter, or a 
State supplementary payment), and are: 

(i) lawfully residing in the United States, or 

(ii) children under age 21, including optional targeted low-income children de- 
scribed in section 1905(u)(2)(B), or 

(iii) pregnant women during pregnancy (and during the 60-day period beginning 
on the last day of the pregnancy).” 

(B) No debt shall accrue under an affidavit of support against any sponsor of such 
individual on the basis of provision of medical assistance and the cost of such assist- 
ance shall not be considered as an unreimbursed cost. 

“Chip” 

Section 2107(e)(1) of the Social Security Act (42 U.S.C. 1397gg(e)(l)) is amended 
by striking subparagraph (H) and inserting the following new subparagraph: 

“(H) Paragraph (4) of section 1903(v) (relating to individuals who, but for sections 
401(a), 403, and 421 of Public Law 104-193 would be eligible for medical assistance 
under Title XXL” 

Conforming Amendment: 

42 U.S.C. 1320b-7(f) is amended as follows: 

(f) Medical assistance to aliens for treatment of emergency conditions and for 
medical assistance provided to children and pregnant women. 

Subsections (a)(1) and (d) shall not apply with respect to aliens seeking medical 
assistance for the treatment of an emergency medical condition under section 
1903(v)(2) [42 U.S.C. § 1396b(v)(2)] or to children and pregnant women seeking med- 
ical assistance under section 1903(v)(4).” 
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Medicare 

Similarly, Medicare should be made available to all lawfully present individuals 
who are otherwise eligible for the program. The language below on Medicare should 
be included in the section on Medicare. 

42 U.S.C. 1395i-2(a)(3) is amended by striking subparagraph (B) and inserting: 
“(B) an individual who is lawfully present in the United States.” 


Statement of Kenneth L. Sperling, Hewitt Associates LLC 

Mr. Chairman and Members of the Committee: Thank you for the opportunity to 
submit our response to the Discussion Draft of the House Tri-Committee Health Re- 
form Proposal, addressing the reform of America’s health care system and expansion 
of health care coverage. Hewitt Associates is a global human resources outsourcing 
and consulting company, providing services to major employers in more than 30 
countries and employing 23,000 associates worldwide. Headquartered in Lincoln- 
shire, Illinois, we serve more than 2,000 U.S. employers from offices in 18 States 
plus the District of Columbia. 

As the Nation pursues a path leading to universal coverage, we can learn a great 
deal from the experience of large employers. Employers are the single largest pro- 
vider of coverage for working Americans and their families, and the system is highly 
valued by both employers and employees. Nationwide, employer-sponsored health 
care plans provide health care coverage to 160 million participants. The latest data 
from the Kaiser Family Foundation from 2008 shows that 99 percent of employers 
with 200 or more employees offered health benefits in 2008. ^ As we look to expand 
coverage and improve the health of all Americans, we believe the most important 
consideration is how to accomplish this worthy goal in a way that preserves, 
strengthens, and stabilizes existing employer-based coverage. 

Hewitt commends the Committee for putting forward a Discussion Draft to enable 
the collection of further input as the legislative process advances. Our statement fo- 
cuses on four key provisions in the Discussion Draft, with recommendations on how 
to avoid disrupting existing employer provided health insurance: 

I. Insurance Market Reform 

II. Public Health Insuranee Option 

III. Shared Responsibility 

IV. ERISA 

Our statement draws from Hewitt’s proprietary data and the experience of Hew- 
itt’s consultants and actuaries who have extensive knowledge of — and direct experi- 
ence with — the employer-sponsored health care system. Health care reform is clearly 
needed and welcomed by large employers if it achieves the objectives of expanding 
access to high-quality, affordable health care to all Americans. We are pleased to 
continue to make available our comprehensive data and extensive knowledge of the 
large employer marketplace, coverage, and cost drivers. 

I. Insurance Market Reform 

We commend the Committee for developing an extensive reform proposal for the 
individual and group health insurance markets. We believe that the rating require- 
ments and guarantees of availability and renewability of coverage in the Discussion 
Draft will broaden access to health care coverage within a framework that generally 
seeks to continue to support employer-based coverage. Additionally, we strongly sup- 
port the requirement that all Americans have an individual responsibility to secure 
acceptable health care coverage when it is both available and affordable. 

The employer-sponsored model works well because it allows the pooling of risks 
and because large-scale group purchasing lowers costs, enabling those who are less 
healthy to secure affordable coverage for themselves and their families. As proposed, 
the Exchanges would extend these advantages that employees of large employers 
currently enjoy to individuals and small groups. Employer-based plans offer cov- 
erage that is guaranteed and renewable, typically waives preexisting condition ex- 
clusions, and does not increase premiums or limit coverage based on health status. 
Incorporating an individual coverage requirement into the broader insurance mar- 
ket will level the playing field between large-employer plans and other forms of cov- 
erage. It will also provide more coverage choices to Americans. 

Proposed Requirements of Health Insuranee Plans 

Insurance market reforms are indispensable for creating a viable Exchange and 
a balanced health insurance marketplace. However, Hewitt believes that these re- 


2008 Kaiser/HRET Employer Health Benefits Survey. 
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forms should not apply to large employers providing coverage outside the Exchange. 
Hewitt recommends the Committees consider the following refinements to the pro- 
posed reform requirements: 

• Permit rating variations based on tobaeco use and adherenee to pro- 
grams promoting wellness and disease prevention. Large employers have 
experimented with both of these approaches in an effort to influence employee 
behavior and reduce the health risk in their populations. We believe employers 
would support other health insurance programs following similar rating ap- 
proaches. 

• Reconsider the rebate requirement for insurers whose medical loss ra- 
tios exceed the allowable limits. While insurers should be expected to pro- 
vide coverage commensurate to the premium payments they receive, the rehate 
requirement is likely to unintentionally increase costs to all participants. Man- 
aging the rebate payments will increase insurers’ administrative costs, and in- 
surers may increase their risk charges to build extra reserves to fund the rebate 
payments. 

At a minimum, employer-sponsored group health plans that are self-insured 
should not be subject to this requirement because the goal of the rebate mecha- 
nism — to preserve affordable coverage to employees and their dependents — is al- 
ready in practice in the self-insured marketplace. The provisions of ERISA pro- 
hibit any excess contributions to be used for any purpose other than benefits 
for employees and their dependents. Our experience has been that when actual 
claim costs prove to be lower than expected in a self-insured group health plan, 
employers reflect the benefit of this favorable experience by not increasing pay- 
roll contributions and/or cost-sharing provisions in the following year. To impose 
onerous rebate requirements on these plans would simply add administrative 
cost with no substantive benefit. Health insurers that are contracted to provide 
administrative services under these plans, similar to the third-party contracts 
in place for the Medicare program, do not receive any additional benefit from 
favorable self-insured loss ratios. 

• Preserve flexibility for ERISA group health plans outside the Ex- 
ehange. Employers are in the best position to determine their employees’ 
health care needs. We recognize and support the idea of an actuarially deter- 
mined minimum benefit for plans provided through the Exchanges, but rec- 
ommend that no specific benefit requirements or designs be imposed on large 
employers outside the Exchange. For this particular group, which already offers 
near universal group health plan coverage for their workforces, we recommend 
that the option of sponsoring such plans continue to be voluntary. Accordingly, 
we suggest that the market reforms not apply to ERISA group health plans. 

• Improve the application of the Grace Period. Employers will need substan- 
tial time to adjust their plans, and it will take time to implement individual 
and small-group market reforms. To avoid disruption of employer group health 
plans and added costs, we suggest that the proposed grace period apply to all 
employer-sponsored plans, including flexible spending accounts (FSAs). We also 
believe any rules in the Discussion Draft should only be applied after the expi- 
ration of the grace period. Additionally, we recommend that any individual en- 
rolled in an employer-sponsored group health plan during the grace period 
should be deemed to have satisfied the Individual Responsibility requirement 
in the Discussion Draft. 

Health Insurance Exchanges 

We support the Committee’s suggestion that Exchanges be designed to address ac- 
cess to coverage for small businesses and individuals — precisely the group that could 
most benefit from this concept. 

There is much to be learned from the Massachusetts Connector model, a pio- 
neering Health Insurance Exchange. A May 2008 review of the Massachusetts 
health care reform plan by the Kaiser Family Foundation estimated the number of 
people with insurance in Massachusetts has increased by more than 340,000 since 
late 2006, representing more than half of the estimated 650,000 people who were 
previously uninsured.^ 

We also strongly support the ability of private entities to facilitate Exchanges be- 
cause they can best leverage existing processes, technology, and relationships to 
quickly and efficiently deliver the educational, informational, and enrollment assist- 
ance to support the participants of the Exchanges. As such, we also support the non- 


^ Massachusetts Health Care Reform: Two Years Later, Kaiser Commission on Medicaid and 
the Uninsured, May 2008. Others note that at the same time, the costs of the Massachusetts 
program have risen as well, requiring subsequent and likely ongoing adjustments. 
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regulatory role that the proposed Exchanges will assume and suggest that oversight 
and regulation reside at the State or Federal level with independent, nonpartisan 
agencies. 

Benefit Plan Values and Requirements 

Hewitt’s extensive actuarial and consulting experience with large employers may 
assist the Committees in defining minimum coverage that would ensure a broad 
range of medical benefits are provided by the health insurance plans offered in the 
Health Insurance Exchanges. 

We suggest that all health care benefits be subject to a reasonable and objective 
standard of medical necessity to prevent overutilization of services. This is particu- 
larly important in the area of diagnostic imaging and screening. As new tech- 
nologies have become readily accessible, the industry has seen large increases in 
cost and utilization without conclusive evidence of commensurate effectiveness. 

We have identified several concerns with the Committees’ proposed benefit tiers 
and associated actuarial values and make the following recommendations: 

• Combine actuarial value with a benchmark plan design. 

We suggest that any proposed benefit levels in employer-sponsored group health 
plans be determined by combining an overall actuarial value percentage with a 
reference to a published benchmark plan design. While the overall actuarial value 
percentage concept proposed in the Discussion Draft is valid, different actuarial 
models used to determine the percentage of charges paid may vary. This could 
lead to a cliff effect with plans satisfying or failing the requirements depending 
on the actuary valuing the plans. Our approach could mitigate this issue by allow- 
ing for a small range of overall actuarial values, e.g., the stipulated percentage 
actuarial value plus or minus 2 percent, combined with referencing a stated actu- 
arial value to a known and public plan design (e.g., the Federal Employees Health 
Benefit Plan Standard option). 

There is precedent for this approach. Both Medicare Part D and Massachusetts 
Health Reform minimize the differences in actuarial variation by using a ref- 
erence plan approach to define appropriate actuarial values. Combining the abso- 
lute percentage requirement with a reference plan ensures that various actuarial 
models are consistent in their measurement. Exhibit 1 provides an illustration of 
this combination and some examples of reference plans. 

Exhibit 1: Illustrative Reference Plans at Different Actuarial Values 


Plan Provision 

HMO Design 
Actuarial Value: 
95% 

PPO Design 
Actuarial Value: 
85% 

PPO Design 
Actuarial Value: 
70% 

Copayment: Primary 
Care Physician 

$15 

N/A 

N/A 

Copayment: Specialty 
Care Physician 

$25 

N/A 

N/A 

Copayment: Hospital 
Admission 

$200 

N/A 

N/A 

Annual Deductible 

None 

$300 per 
individual 

$2,000 per 
individual 

Coinsurance (paid by 
plan) 

100% 

80% for in-network 
services 

80% for in-network 
services 

Out-of-Pocket 

Meiximum 

N/A 

$2,000 per 
individual 

$4,000 per 
individual 

Copayment: Generic 
Drugs 

$2 

$5 

Subject to 
deductible 
and coinsurance 

Copayment: 

Preferred Brand 
Drugs 

00 

$15 

Subject to 
deductible 
and coinsurance 

Copayment: Non- 
Preferred Brand 
Drugs 

$16 

$30 

Subject to 
deductible 
and coinsurance 
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We also suggest that actuarial value determinations specifically exclude out-of- 
network providers for any health plan that meets standards to ensure network ade- 
quacy. The recent Congressional Research Service paper uses only in-network bene- 
fits design in its actuarial value calculations.^ Under other circumstances, for any 
plan that does not meet the network adequacy standard and where a significant 
percentage of care is delivered outside the network (e.g., more than 10 percent), it 
may be appropriate to include out-of-network expenses in the determination of the 
plan’s actuarial value. 

It is also important to define the types of services that should be included in the 
actuarial valuation. For example, major service categories such as dental, vision, 
and hearing, and alternative medical services should be specifically identified, as 
should contraceptives and high-cost biotech pharmaceuticals for the prescription 
drug benefit. 

• Implement an additional benefit tier. 

Hewitt has actuarially valued the health care plans of the 325 large employers 
that participate in the Hewitt Health Value Initiative™ (HHVI), a database con- 
taining detailed census, cost, and plan design data representing 13.1 million par- 
ticipants and $51 billion in 2009 health care spending. The data in Exhibit 2 
shows that the majority of large employers offer benefit plans that are at least 
as comprehensive as the Committees’ suggested basic plan. Note that less than 
2 percent of employees are enrolled in plans with an actuarial value equal or 
greater to 95 percent, and nearly 4 percent of employees are currently enrolled 
in plans that would fail to meet the 70 percent actuarial value standard in the 
Discussion Draft."^ 


Exhibit 2: Comparison of Actuarial Value of Large 
Employer Plans to the Proposed Basic Plan 


Plans with an 
Actuarial Value of: 

Percentage of 
Employees Enrolled 

Less than 65% 

0.7% 

65-69% 

3.0% 

70-74% 

9.2% 

75-79% 

18.4% 

80-84% 

25.4% 

85-89% 

28.7% 

90-94% 

12.8% 

95% or more 

1.8% 


We suggest adding an additional benefit tier using an actuarial value of 65 per- 
cent to accommodate those individuals and small employers who prefer to enroll in 
lower-value plans to pay less in monthly premiums. Such a design would provide 
comprehensive insurance protection against catastrophic loss, while providing a 
more affordable monthly premium than higher-valued options. Providing this flexi- 
bility would avoid forcing individuals and small businesses to provide coverage that 
they cannot afford and do not feel they need. The Massachusetts health care pro- 
gram includes similar options in their Bronze plans. If a 62 percent tier were adopt- 
ed, it would permit certain Bronze plan options available through the Massachusetts 
Connector to meet the minimum value requirement. 

Many High-Deductible Health Plans (HDHPs) would fall below this benchmark if 
contributions made to Health Reimbursement Arrangements (HRAs) or Health Sav- 
ings Accounts (HSAs) are not taken into account when calculating actuarial value. 


^ Chris L. Peterson, “Setting and Valuing Health Insurance Benefits,” Congressional Research 
Service, R40491, April 6, 2009. 

'^Actuarial value calculated using an assumption of covered expenses paid by the plan. 
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We strongly recommend that such contributions be considered in determining actu- 
arial value. IRS rules provide guidance for the maximum deductible and out-of-pock- 
et expenses allowed for HDHPs within an HSA. The 2009 limits are a minimum 
individual deductible of $1,200 ($2,400 family) and a maximum out-of-pocket of 
$5,950 ($11,900 family). A plan with these deductibles and out-of pocket maximums 
would have an actuarial value of 71 percent using Hewitt’s actuarial model. Any 
contribution an employer makes to the HSA should also be considered in the actu- 
arial value calculation and would further raise the value. Every $100 contributed 
to an HSA as part of the plan raises the actuarial value by about 1 percentage 
point, assuming all coverage tiers are given the same contribution. 

• Apply minimum health benefit standards to total actuarial value and re- 
visit cost-sharing provisions. 

For employer-sponsored group health plans, we suggest that the standard be 
based on the total actuarial value of the plan design, not on specific benefit-by- 
benefit comparisons. The use of total actuarial value should also include certain 
provisions to prevent “gaming” of the values. For example, for health plans offered 
in the open market and through the Exchange, we encourage the Committees to 
take steps to prevent insurers from developing plan designs that meet the total 
benefit percentage requirements but limit some services in order to prevent high- 
risk individuals from joining. Total actuarial equivalence is currently used for 
Medicare Part D employer health plan comparisons, while plans marketed to indi- 
viduals are required to perform more detailed comparisons. Massachusetts also 
uses a total actuarial value approach. 

We encourage the Committee to remove the copayment language from the Dis- 
cussion Draft and allow for both copayment and coinsurance provisions as deemed 
appropriate by the health plan sponsor. The Discussion Draft suggests that the 
Essential Benefits Package should use copayments in lieu of coinsurance when- 
ever possible. While copayments are administratively easier for both the indi- 
vidual and the medical provider, this practice removes all transparency around 
the cost of the service being provided. Employers have successfully used coinsur- 
ance designs in prescription drug coverage, for example, to educate employees 
about the cost of brand-name drugs versus lower-cost alternatives. Using coinsur- 
ance provisions, the Medicare Part D program experienced an 88 percent generic 
substitution rate in its first 6 months of operation that significantly contributed 
to the favorable cost experience of the program.® 

The Discussion Draft allows a variation of up to 10 percent in cost-sharing be- 
tween basic, enhanced, and premium plans. In our experience with large employ- 
ers and the options provided to their employees, this range will not be wide 
enough to allow for meaningful premium differences. In general, there should be 
an 8-10 percent difference in actuarial value between each plan level in order to 
offer meaningful choice. Limiting the variation as proposed will not provide this 
degree of actuarial value difference and corresponding premium savings to the in- 
dividual. 

• Preserve existing employer plan options. 

We suggest the Committees be mindful that a wide range of health care plan 
designs exist today. We recommend that the requirements should be flexible 
enough to allow employees to keep their existing plans if they so choose. We sup- 
port the Committee’s proposal of a 5-year grace period for group plans. As pre- 
viously noted, we suggest that the grace period apply for all purposes and to all 
employer plans, including FSAs. Many large employers offer participants a choice 
of health care plans with varying employee premium contributions for greater 
cost-sharing in health care services at point of care. These are often choices of de- 
livery model (HMO or PRO) or choices of plan cost-sharing. This is similar to the 
Federal Employee Health Benefit Plan Basic and Standard options. Typically, 
HMO plans have richer benefits, with lower copayments and no deductibles. PPO 
plans generally have up-front deductibles and coinsurance. Exhibit 3 shows typ- 
ical plan provisions of HMO and PPO designs, and their associated actuarial val- 
ues for the network benefit design. 


® Generic Drug Utilization in the Medicare Part D Program, Office of the Inspector General, 
Department of Health and Human Services, November 2007. 
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Exhibit 3: Typical Plan Provisions for HMO and PPO Plan Designs 


Plan Provision 

HMO Design 
Actuarial Value: 
89% 

PPO Design 
Actuarial Value: 

81% 

Copayment: Primary Care Physician 

$25 

N/A 

Copayment: Specialty Care Physician 

$30 

N/A 

Copayment: Hospital Admission 

$250 

N/A 

Annual Deductible 

None 

$500 per individual 

Coinsurance (paid by plan) 

100% 

90% for in-network 
services 

Out-of-Pocket Maximum 

N/A 

$2,500 per individual 

Copayment: Generic Drugs 

$10 

$10 

Copayment: Preferred Brand Drugs 

$25 

$25 

Copayment: Non-Preferred Brand Drugs 

$40 

$40 


Note that the designs shown in Exhibit 3 are representative of typical designs 
today with 50 percent of large employers offering an HMO plan and 85 percent of- 
fering a PPO plan. Both of these designs have lower actuarial values than the pro- 
posed Premium option in the Discussion Draft. Other popular plan types include 
Health Reimbursement Arrangements (19 percent) and Health Savings Accounts (30 
percent). In addition, IRS rules provide guidance for the maximum deductible and 
out-of-pocket expenses allowed for HDHPs with HSAs. The 2010 limits are a min- 
imum individual deductible of $1,200 ($2,400 family) and a meiximum out-of-pocket 
of $5,950 ($11,900 family). Within these limits, a broad range of plan design values 
could apply. The richest HDHP-qualifying plan, for example, would have a $1,200 
deductible and pay 100 percent benefits after that point. The actuarial value for a 
plan such as this would be 84 percent under Hewitt’s actuarial model. Conversely, 
the leanest HDHP-qualifying plan would have a $5,950 deductible and pay 100 per- 
cent benefits after that point, and have an actuarial value of 50 percent. An em- 
ployer contribution to an HSA would raise the actuarial value, assuming this was 
allowed in the methodology. 

II. Public Health Insurance Option 

There has been much debate about the merits of a public health insurance option 
to compete with private insurance plans. While the Committee has proposed options 
for a public plan for both individuals and small businesses through the Exchanges, 
the market dynamics of any public plan will likely extend to large employers outside 
the Exchanges. 

It is well known that private payers are subject to cost-shifting from hospitals and 
doctors to compensate for below-market reimbursements from Medicare and Med- 
icaid. The Lewin Group estimates that Medicare reimburses hospitals 71 percent of 
private-plan payments; for doctors it is 81 percent.® Structuring a public plan option 
with payments equal to or slightly greater than Medicare rates would only further 
exacerbate current cost-shifting. As private-plan costs continue to rise under this 
pressure, more employers will be squeezed out of the employer health care system 
as coverage becomes unaffordable. Over time, this cost-shifting cycle threatens to 
unravel the entire employer-based system. 

In light of the risks associated with a public plan and the expected availability 
of competitive options through the Exchanges, we recommend the Committees re- 
move the public plan as a feature of health care reform. Alternatives to the public 
plan, such as a trigger mechanism where a public plan is implemented only if tar- 
geted goals are not reached within 5 years (e.g., if sufficient competition does not 
exist in a market) may be appropriate if insurance reforms do not fully meet the 
needs of individuals in certain markets. Additionally, any public plan triggered by 


®The Cost and Coverage Impacts of a Public Plan: Alternative Design Options, The Lewin 
Group, April 2009. 
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insufficient competition should be required to play by the same rules as commercial 
health insurance carriers. The Blue Dog Coalition provided a list of minimum condi- 
tions that we also support, especially the conditions of free market adherence and 
a level playing field with private plans. 

III. Shared Responsibility 

Large employers have widely differing opinions on a proposed employer mandate 
to provide health insurance coverage. Almost all large employers already offer and 
subsidize comprehensive coverage, (either voluntarily or through collective bar- 
gaining agreements) for employees and their dependents. About half of the total cost 
of this coverage benefits spouses and children. Large employers tend to absorb a 
larger proportion of these costs — either because the spouse is not employed, the 
spouse’s employer does not offer coverage, or the large employer’s plans are more 
comprehensive. The 2008 Kaiser/HRET survey shows that 58 percent of employees 
working for larger employers (those with 200 or more workers) enroll dependents, 
compared to 47 percent of employees working for smaller employers (those with less 
than 200 workers). Requiring all employers to provide health coverage would reduce 
some of the costs borne by large companies for dependent coverage, but a mandate 
on large employers — who are already offering coverage — seems unnecessary based 
on the near-universal voluntary participation in this market today. 

Further, requiring employers to extend health care benefits to part-time employ- 
ees would have a severe impact on certain industries that are struggling to survive 
in the current economy. Employers compete for talent based on their work environ- 
ments, compensation, benefits, career opportunities, and a host of other factors. The 
decision to offer health care benefits to a part-time workforce must rest with em- 
ployers. Alternatively, it would be more appropriate to offer individuals who fall into 
this category access to coverage through the Exchanges, as well as subsidies based 
on their income if their employer chooses not to subsidize health insurance benefits. 

We recommend that the Committees remove the “pay or play” employer require- 
ments in the current proposal and consider alternative mechanisms to ensure em- 
ployers retain their current health care benefits. Under a “pay or play” scenario, 
every employer would have no choice but to carefully analyze its cost to provide cov- 
erage with the “pay” alternative — be it a dollar assessment or a percentage of pay- 
roll. We believe the result will be a bifurcation of the employer-sponsored system. 
According to Hewitt’s database, large employer health insurance costs are projected 
to be $8,863 per employee (including dependents) in 2009. However, there is a broad 
range around this average, with a low of $5,323 per employee to a high of $13,553 
per employee. Those with costs above the level of assessment would consider elimi- 
nating their employer-sponsored plans, creating adverse selection against the plans 
in the Exchange and driving up costs for Exchange participants. 

The Massachusetts health care program is an example of a “pay or play” approach 
where most employers have chosen to “play” even though the assessment was rel- 
atively minor at $295 per employee. This was primarily because of the administra- 
tive complexity of removing Massachusetts employees from large employers’ na- 
tional programs. We believe the result of a national “pay or play” requirement 
would be dramatically different, as it would provide incentives for many employers 
to exit health care entirely if the “pay” alternative was sufficiently attractive. 

Due to the concerns outlined above and the potential unintended consequences of 
an employer mandate, we suggest strong consideration of an individual mandate but 
no employer mandate at this time. 

IV. ERISA 

Multi-State employers have been able to build uniform benefits programs for all 
employees regardless of their work location by relying on the uniform Federal regu- 
lation offered under ERISA preemption. This allows employers to determine which 
programs are best for their unique workforce and offer the same programs on a uni- 
form basis in all of the States where they do business. The Discussion Draft pro- 
poses subjecting ERISA group health plans to the potential for state insurance man- 
dates if States are willing to contribute toward the costs of those mandates. At the 
same time, employers become subject to various State rights of action for not meet- 
ing the requirements of those mandates. We strongly urge the Committees to recon- 
sider this provision. Weakening ERISA would create a grave risk that large employ- 
ers would drop their benefits programs as they become overly burdensome and cost- 
ly to administer. 

The Discussion Draft creates a three-tiered system of rights and remedies for em- 
ployer compliance under Federal health care reform. This system creates three prob- 
lems for employer group health plans: 
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• First, the availability of compensatory and punitive damages against an em- 
ployer plan will, at best, encourage the pa 3 T:nent of questionable claims to avoid 
the costs of litigation. At worst, it will provide an incentive for frivolous litiga- 
tion. Either outcome will result in increased health care costs. 

• Second, it is possible that State and Federal courts will issue conflicting deci- 
sions and develop differing bodies of law regarding similar coverage determina- 
tions made by employer group health plans, making it impossible to administer 
group health plans consistently across State lines and from employee to em- 
ployee. Even for plans that do not participate in the Exchanges and are not sub- 
ject to State law remedies. Federal courts may rely on decisions made in State 
courts to reach decisions regarding coverage determinations made by employer 
group health plans. 

• Finally, the public plan option was designed to compete with the private sector 
on merit, not liability. Employer group health plans will be subject to compen- 
satory and punitive damages that will not apply to the public plan option, 
which further tilts the playing field in favor of a public plan option. 

Conclusion 

We applaud the proposals to improve access to affordable health insurance for in- 
dividuals and small businesses. The creation of Health Insurance Exchanges with 
insurance market reforms and a viable and competitive insurance marketplace will 
go a long way toward achieving universal coverage. 

We strongly encourage the Committees to reconsider provisions that could draw 
individuals out of their employer plans and into the individual market or raise em- 
ployers’ costs to unsustainable levels. Inadvertently unwinding the employer-based 
system would increase, not decrease, overall health care costs, and the effect this 
would have on a fragile U.S. economy could ultimately turn the public against even 
the most positive reform efforts. 

We hope our observations, data, and suggestions are helpful to the Committees. 


Letter from Jaci Mairs, R.N., J.D. 

I am a 55-year-old woman, a lawyer who became a registered nurse at midlife and 
now I am a student again working on a Masters of Nursing in Women’s Health. Re- 
cently I applied for private health insurance with several companies. I consider my- 
self to be healthy, but was very surprised when my applications were declined due 
to preexisting conditions. Luckily I have other options. However, many other women 
are not so fortunate and women in general do not receive adequate coverage by our 
current health care system. 

Women’s health care needs are generally greater than men’s, particularly during 
their reproductive years. However, in curious contrast to that, our current system 
makes it more difficult for women to obtain and afford the health care services they 
need. 

Our health care system is designed to rely heavily on employer-provided health 
care insurance. This works well when the population is gainfully employed with 
large employers who provide insurance, and in positions which qualify for insurance. 
This does not work well overall for women as a gender. Employment statistics tend 
to overlook the rates of full-time employment versus part-time employment which 
frequently does not carry health care benefits. Only approximately 40% of all women 
are employed full-time, whereas more than half, approximately 60% of men are em- 
ployed full-time. Additionally, many of those women are working full-time work in 
smaller companies which do not provide health insurance to their employees. The 
other 6 out of 10 women — those who are either employed part-time or not employed 
at all — have little access to employer-provided insurance on their own behalf. That 
majority of women must generally rely on private insurance, public programs, or in- 
surance provided by a spouse (in some instances a significant other). 

To make matters worse, private insurance which is available for purchase is like- 
wise biased against women. Many companies charge as much as IV 2 times more in 
premiums for women during their reproductive years than for men. (H.R. 2635, cur- 
rently pending in the U.S. House of Representatives, would rectify this disparity). 
Amazingly, the majority of insurance companies exclude coverage for childbearing, 
and many exclude pap smears and mammograms, major reasons women need 
health care coverage. Over 10 States permit insurance companies to exclude cov- 
erage for FDA-approved contraceptives. And, at least 9 States allow insurance com- 
panies to deny applications from victims of domestic violence (while numbers vary, 
women are the vast majority of victims of convicted domestic violence offenders). 
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Finally, women overall make less in income than men and therefore cannot afford 
health care to the same extent. Women employed full-time make approximately 80% 
that of men working full-time. More working women work part-time, which is gen- 
erally paid less than full-time work. And, women as a group work fewer hours than 
men. In a recent survey, more than 50% of all women reported delaying or avoiding 
health care services as opposed to 39% of men. 

I urge this Committee and our U.S. Congress to consider these very significant 
issues and work responsibly together to finalize and adopt legislation which would 
create a health care system that guarantees equal and adequate health care for all. 
Thank you for your consideration. 

Jaci Mairs, R.N., J.D. 

Jaci Mairs is a registered nurse working on the Perinatal Unit at Truman Medical 
Center, Hospital Hill, in Kansas City, Missouri, and is also a student at UMKC 
working on a Masters of Nursing in Women’s Health. She is also a licensed attorney 
and formerly the Court Administrator and Legal Counsel for the Circuit Court of 
Jackson County, Missouri, for over 20 years. Opinions in this essay are solely those 
of the author and have not been reviewed or approved by any of the institutions 
mentioned above. 


WOMEN AND THE HEALTH CARE DEBATE 

• Women’s health care needs are generally greater than men’s, particularly during 
their reproductive years. 

• Our current system makes it more difficult for women to obtain and afford the 
health care services they need. 

• Our health care system is designed to rely heavily on employer-provided health 
care insurance. 

• This does not work well overall for women as a gender. 

• Approximately 40% of all women are employed full-time, whereas 60% of men are 
employed full-time. 

• Many of those women employed full-time work in smaller companies which do not 
provide health insurance to their employees. 

• The remaining 6 out of 10 women — those who are either employed part-time or 
not employed at all — have little access to employer-provided insurance on their 
own behalf. 

• That majority of women (60%) must generally rely on private insurance, public 
programs, or insurance provided by a spouse (in some instances a significant 
other). 

Private insurance which is available for purchase is likewise biased 
against women. 

• Many companies charge as much as IV 2 times more in premiums for women dur- 
ing their reproductive years than for men. (H.R. 2635, currently pending in the 
U.S. House of Representatives, would rectify this disparity). 

• The majority of insurance companies exclude coverage for childbearing, and many 
exclude pap smears and mammograms, major reasons women need health care 
coverage. 

• Over 10 States permit insurance companies to exclude coverage for FDA-approved 
contraceptives. 

• At least 9 States allow insurance companies to deny applications from victims of 
domestic violence (while numbers vary, women are the vast majority of victims 
of convicted domestic violence offenders). 

Women overall make less in income than men and therefore cannot afford 
health care to the same extent. 

• Women employed full-time make approximately 80% that of men working 
full-time. 

• More working women work part-time, which is generally paid less than 
full-time work. 

• Women as a group work fewer hours than men. 

• In a recent survey, more than 50% of all women reported delaying or 
avoiding health care services as opposed to 39% of men. 
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Statement of Max Heirich 

The current emphasis within American health care on ever-more-expensive dis- 
ease care is not getting the job done: It costs too much, it leaves too many people 
out, and it leaves the health status of the American population far behind that of 
other industrialized countries. We need greater emphasis on health-building — keep- 
ing people healthy and helping people at risk for chronic disease improve their 
health. An effective health care system must deal with disease while also protecting 
people from environmental health risks (e.g., air pollution, second-hand smoke, toxic 
wastes, etc.) and it should help create a physical and social environment that en- 
courages health-building. Wellness and prevention efforts address a full spectrum 
of human needs — physical safety and physical, mental, emotional, social and spir- 
itual well-being. 

This paper addresses two questions: First, is there evidence that wellness and 
prevention programs actually improve health status and save costs? Second, what 
are critical areas where cost control is needed, and for each, could wellness and pre- 
vention projects strengthen person-centered care and provide noncoercive cost con- 
trol while improving health outcomes? (An appendix lays out seven areas where cost 
control is needed and identifies prevention and wellness projects relevant to each 
problem area.) 

Obama’s proposals for health care reform and bills from the House Tri-Committee 
and the Senate HELP Committee all include an enlarged budget for wellness and 
prevention efforts, as did the economic stimulus package. Advocates argue that pro- 
grams to keep people healthy and to detect disease early will save money. However 
a recent report from the Congressional Budget Office (CBO) cautions that preven- 
tion and wellness proposals will not save money. Moreover, it suggests there is little 
evidence that prevention efforts actually change health status. Who is right? 

CBO is both right and wrong on this one: Much of what passes as “prevention” — 
e.g., pharmaceutically-based chronic disease management, screenings to identify 
people with serious health problems such as cancer and diabetes, etc., and preven- 
tive care given in doctors’ offices (usually at $75 or more per visit) — is useful, but 
these services are NOT money-savers. 

For years people have tried to deliver “preventive” care in doctors’ offices, pro- 
viding vaccinations, disease screenings, and management of chronic illness via pre- 
scribing drugs (e.g. statins for cholesterol control). Ron Goetzel, a highly respected, 
costs-of-prevention analyst, has argued that for cost-effectiveness you need care de- 
livered by less expensive health personnel than MDs, programs that do not rely pri- 
marily on use of pharmaceuticals, and programs that intervene in new ways outside 
medical settings (which have their own built-in costs). Many current prevention ef- 
forts are delivered by doctors in medical offices, rel 3 dng primarily on expensive diag- 
nostic tests and then pharmaceutical interventions or surgery. They may save lives; 
they do not save money. 

More recently, people have tried to implement less-costly chronic disease manage- 
ment via phone or computer, but with limited ongoing success. Low-cost wellness 
programs have also been tried, featuring self-report surveys of personal health risks, 
followed up by educational materials and invitations to use a free phone service for 
more personal health counseling. The impact of these programs also has been lim- 
ited. The CBO assessment is correct about these kinds of prevention efforts. Most 
do not save money and many have limited effectiveness. But these programs are not 
the whole wellness and prevention picture. Innovators have continued to develop 
new strategies. A growing body of evidence (perhaps not seen by CBO) points to 
promising demonstrations that both improve health and save money. 

The best evidence on the effectiveness of prevention programs comes from the 
worksite health promotion literature. This literature is also suggestive of the types 
of prevention programs that are likely to be most successful. These are programs 
that provide a socially supportive context for lifestyle changes, not simply medical 
interventions. Michael P. O’Donnell, the critically respected editor of the American 
Journal of Health Promotion, reports: (1) “A systematic scientific review showed 
that the impact of lifestyle changes on all-cause mortality in coronary artery disease 
patients compares favorably with cardio-preventive drug therapies.” (2) “In a large 
clinical trial with a population at high risk for developing type 2 diabetes, lifestyle 
interventions achieved a 58% reduction in onset of diabetes. They were nearly twice 
as effective in preventing diabetes as pharmaceutical treatment with metformin 
(which achieved a 31% reduction).” (3) “A large-scale longitudinal study found that 
people with healthy lifestyles have greater longevity than the general population 
and end-of-life morbidity is compressed for them.” [I.e., they have shorter hospital 
stays, with less expensive end-of-life care.] Looking more broadly, (4) “Comprehen- 
sive scientific reviews identified 378 peer-reviewed studies showing that worksite 
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health promotion programs improve health knowledge, health behaviors, and under- 
ling health conditions.” (5) “The most definitive review of financial impact found 
that 18 [of 56] studies found that a program reduced medical costs, and 14 studies 
found they reduced absenteeism costs ... 13 studies calculated benefit/cost ratios 
and all showed that savings from these programs are much greater than their cost, 
with medical cost savings averaging $3.48 and absenteeism savings averaging $5.82 
per dollar invested in the programs. ... A systematic review of 60 scientifically valid 
studies showed that a comprehensive wellness program, on average, reduces health 
care expenditures by 26.5%.” 

The most effective prevention and wellness programs focus on health improve- 
ment through lifestyle change. These successful programs do two things: They reach 
out proactively, encouraging individual changes in health behavior, and they create 
and strengthen a supporting culture of wellness. Targeted populations improve their 
health status, lowering disease care use and thus saving money. More is needed to 
improve Americans’ health than lifestyle change alone, however. The public also 
needs protection from environmental health risks (from air pollution, second-hand 
smoke and the like). Local public and private actions are needed to create and sus- 
tain a culture of wellness by providing social support for becoming and remaining 
physically active, managing daily stress, and improving nutrition. 

The 2009 economic stimulus bill included funds for pilot projects addressing 
health protection issues. Upcoming health care reform legislation can build on these 
demonstrations and improve access to primary disease care for currently under- 
served populations. I am convinced that health-building prevention and wellness 
programs that are evidence-based and cost-beneficial can become part of a realistic 
framework for achieving cost control, helping our health care industry evolve into 
a more effective health care system. (The appendix discusses seven areas where per- 
son-centered, noncoercive cost-control is needed, and proposes demonstration 
projects that could be relevant — dealing in new ways with catastrophic-level health 
care costs, chronic diseases, mental health or trauma, acute care in hospitals, the 
need for neonatal intensive care and its costly aftermath among low-income moth- 
ers, the high cost of dying, and possible ways to simplify hospital administrative 
costs.) 

The House discussion-draft health care reform bill wisely calls for demonstration 
projects in primary care, prevention, and wellness as a first step. And it welcomes 
nurse-based primary care and prevention efforts, especially for those making serv- 
ices available to now-underserved populations. The bill also has some omissions, 
which could be remedied simply. Here are some proposals for strengthening it: 

1. Include projects using Integrated Medicine (which combines standard care and 
complementary and alternative medicine) for potential demonstrations-evalua- 
tions. 

2. Enlarge Task Force mandates to include identification and evaluation of dem- 
onstration projects at worksites, and Integrated Medicine projects in hospitals 
and primary care (now under way) for outcomes, cost-benefit, and feasibility for 
wider use. (See appendix.) 

3. Recruit effective leaders of these innovative projects to serve on Task Forces. 

4. Assign coordination of innovation and assessment efforts undertaken by the 
Task Forces, NIH, AHRQ, and other governmental groups to the proposed new 
Assistant Secretary for Health and Human Services. That office would review 
assessment of outcome effectiveness, and cost-benefit, identifying evidence- 
based best practices. 

5. Give the new Assistant Secretary for Health and Human Services responsi- 
bility for developing reimbursement incentives that encourage use of evidence- 
based best practices. In addition, that office should identify cost-effective prac- 
titioners of high quality, who would receive full reimbursement for whatever 
treatment strategy best meets the needs of their individual patients. We want 
to create patient-centered best practices, not one-size-fits-all care. 

Max Heirich, mheirich@umich.edu, professor and research scientist emeritus, U of 
Michigan, NIH research grantee, co-founder of UM Health Policy Forum, a consult- 
ant on prevention, wellness, cost-control and integrated medicine to GM, Ford, 
Merck, NIH and the White House Commission on Complementary and Alternative 
Medicine Policy. 
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GETTING PRACTICAL— AN APPENDIX 

Patient-Centered and Noncoereive Cost-Control in Health Care: 

Making Suecessful Approaehes to Wellness, Prevention and Disease Care 
Relevant to Ameriean Health Care Reform 

A. Seven Areas where Patient-Centered, Noncoereive Cost Control is needed: 

1. Patients with “catastrophic costs” for care 

2. Chronic Disease Prevention and Management 

3. Mental Health Services and Stress Management 

4. Hospital Operating Expenses 

5. Costs for Neonatal Intensive Care Use and Post Care for Infants of 
Low-income Mothers 

6. The high cost of dying 

7. Hospital Administration Costs 

B. Pilot projects building on promising demonstrations: 

1. Outreach to “catastrophic-cost” patients in a publicly-funded health 
care option: For an 8-year period during the 1980s, when health benefits costs 
were increasing at twice the rate of the general inflation, Federal Express discov- 
ered that the economist Pareto’s prediction applied to their workforce, i.e., that 20% 
of any population will generate 80% of costs for service to it. Fed Ex hired Options 
and Choices, a benefits management vendor, to reach out proactively to employees 
they identified each year as their “Pareto group.” Specially trained nurses pro- 
actively reached out to them and remained in contact. The nurses helped these em- 
ployees manage their disease more effectively, provided an impartial sounding board 
as patients thought through the advantages and disadvantages of various treatment 
options being recommended, and motivated these employees to work at actively im- 
proving their health, coaching and encouraging them as they attempted to do this. 
This program was well-received by employees. Result: Federal Express kept its 
health benefits budget increases equal to the general rate of inflation, during a pe- 
riod of time when health benefits costs elsewhere were increasing at twice that rate. 

We propose a pilot project targeting a subset of enrollees in a public health insur- 
ance plan (i.e., a sample of the 20% of enrollees whose care accounts for 80% of the 
costs of disease-care utilization). If this could be done with the Federal Express 
workforce, which is scattered across the country, a pilot project for those in a public 
health insurance plan should be feasible. Costs for proactive disease-management/ 
wellness outreach services to a “Pareto group” of highest cost users of disease-care 
services would range between $200-$400 per year per targeted high-cost user, de- 
pending on location and difficulty of contacting them. Savings could be substantial, 
and per capita costs for the pilot group could be compared with per capita costs of 
the “pareto” catastrophic-cost group of enrollees in the same geographic areas who 
were not in the pilot study group. 

2. Reducing disease-care costs by keeping people healthy: A combined 
disease-management/wellness program that could be scaled up for much wider use 
with an entire workforce or a local community. Holtyn and Associates, a health and 
wellness program vendor, works with a wide range of industries, whose employees 
come from diverse ethnicities and educational levels of the workforce. They have 
worked extensively in Michigan and also across the Nation. Holtyn and Associates 
programs regularly get 75% to 80% or higher participation in health improvement 
efforts and achieve 50% or more reduction in health risks in these populations with- 
in 1 to 3 years. Client organizations have found sharply reduced costs for health 
benefits, in contrast to peer organizations in their community. Holtyn was the re- 
cipient of a CDC grant to develop community wellness programs, and CDC recently 
sponsored an assessment of another of the Holtyn programs; still other of their pro- 
grams have won national awards. Currently, in cooperation with Blue Cross/Blue 
Shield, Holtyn and Associates have jointly developed a protocol to integrate disease- 
management with health promotion and wellness counseling at worksites. Holtyn’s 
client organizations report cost savings from decreased hospital admission rates 
(currently by 11%) as employees improve their health. Holtyn is currently working 
with school system employees in several Michigan communities. As part of a sys- 
tematic program evaluation by this client, in 2012 data from 12,000 participants 
will be analyzed by the client’s health economists, using state-of-the-art assessment 
tools, analyzing changes in health status, disease-care utilization, and health bene- 
fits costs. 
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Key ingredients of the Holtyn programs include proactive outreach for health risk 
assessments; triaged followup for personalized health-improvement by counselors 
skilled in motivational interviewing; organization of activities that create a “culture 
of wellness” in a business, neighborhood, or other setting; use of the Internet as part 
of instruction with clients; and sponsorship of low-cost incentives (e.g., “health lot- 
teries”) which motivate participants to participate in ongoing efforts at health im- 
provement in order to qualify for access to incentives. Feasibility for wider use: 
Holtyn’s approach can incorporate a variety of health improvement goals for special 
population ^oups, and can be scaled up fairly quickly, with due attention to main- 
taining quality of the programs. Holtyn has worked closely with the Michigan De- 
partment of Community Health to design and implement a training and certification 
program for wellness vendors in Michigan. In this program, certified wellness ven- 
dors screened, counseled and provided education services to over 10,000 businesses 
and approximately 350,000 employees over a 12-year period. Personnel who devel- 
oped and supervised this program are still working with the Michigan Department 
of Community Health. In larger demonstration/e valuation projects. State health de- 
partment employees could train and certify vendors and assess outcomes. If partici- 
pants in the demonstration were part of the public health insurance plan. Federal 
evaluators could assess cost-savings, as well. 

3. De-medicalizing stress management for special-needs populations: 

Working with low-income populations, communities and others dealing with major 
traumas, including Post Traumatic Stress Disorder (PTSD), the Washington, DC 
Center for Mind-Body Medicine (Dr. James S. Gordon, psychiatrist, founder and di- 
rector) has developed a comprehensive program for training health and mental 
health professionals, educators and community leaders in simple ways to deal with 
their own stress and psychological trauma and to provide effective programs of self 
care and mutual care for entire communities. In Kosovo, CMBM trained 600 profes- 
sionals in ways to deal with trauma and stress using such mind-body techniques 
as relcixation, meditation, guided imagery, biofeedback, and yoga as well as self ex- 
pression in words, drawings and movement in a supportive small group setting. This 
has become central to the entire community mental health system and now serves 
some 2 million people. CMBM has developed similar programs in Israel, Gaza and 
post-Katrina southern Louisiana. 

The Center initially provides training and support to leaders in relevant institu- 
tions — administrators, teachers, clinicians — and then works with them to bring the 
approach to troubled children and adults. CMBM reports that this model also has 
been effective and appropriate for use with children and adults who are significantly 
disadvantaged financially and who often are having difficulty holding a job or suc- 
ceeding in school: That the techniques and approaches taught give many partici- 
pants a sense of mastery where they have felt hopeless and powerless; that it allows 
them to have successful learning experiences which have usually been unavailable 
to them; and that it provides them with a supportive community which helps them 
to relieve their immediate stress, and to which they can turn in times of crisis. 

We propose one or several pilot programs implementing these techniques with dif- 
ferent at-risk populations. One pilot program could work within the VA system tar- 
geting military personnel with multiple deployments. Another with long-term unem- 
ployed or victims of natural disasters who are enrolled in the public insurance pro- 
gram. Both types of programs would permit evaluation of improvements in health 
outcomes, improvements in broader social outcomes, and cost-effectiveness. 

4. Targeted use of Integrated Medieine in hospitals: Developing optimal 
healing environments can shorten hospital stays with improved outcomes for pa- 
tients and staff. In the past 10 years hospitals have become much more interested 
in the practice of “integrated medicine,” which combines traditional scientific medi- 
cine with complementary and alternative medical approaches to healing. (“Healing 
is the process of recovery, repair, and return to wholeness, as contrasted with cure, 
the eradication of disease.” — Samueli Institute). By 2005, 26.5% of American hos- 
pitals reported that they were using some form of integrated medical practice. Some 
allow alternative practitioners to work directly with patients. Others form collabo- 
rative teams of medically-trained staff and alternative practitioners that work joint- 
ly with patients and their families. Other hospitals have introduced programs that 
encourage the self-conscious creation of healing intentions among the hospital staff, 
patients, and their families while still other hospitals restructure the hospital expe- 
rience itself to optimize healing potential. The Samueli Institute has identified hos- 
pital Integrated Medicine practices that show promising results: e.g., a 56% reduc- 
tion in risk-adjusted mortality among cardiac surgery patients in a hospital that has 
developed a collaborative teamwork approach; shortened length of stay, improved 
outcomes, as well as improved staff morale and lessened staff turnover in a hospital 
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that uses mind/body programs to create a healing intention among staff, patients 
and family members; and similarly improved functional health outcomes where com- 
plementary and alternative practitioners join the treatment team. We recommend 
pilot projects to evaluate the feasibility of expanding hospital-based Integrated Med- 
icine practices. Pilot projects should implement and evaluate two types of programs: 
(1) those in which alternative practitioners work cooperatively with traditional prac- 
titioners, and (2) those in which hospital employees are trained to use and integrate 
a variety of alternative techniques into the traditional hospital practice. 


C. Pilot projects to implement best practices in additional areas where 
improved cost-control and health outcomes are needed: 

1. Expand participation in WIC programs to reduce need for neonatal in- 
tensive care and expensive post-care among infants born to low-income 
mothers: Several well-designed public health programs now provide psychosocial 
support, good nutrition, parenting education, and free prenatal medical care for 
young, low-income, first-time mothers. A variety of high-quality Women-Infant-Chil- 
dren (WIC) programs address these issues. Some show measurable impact on infant 
and child mortality among women who are enrolled in the program. All of these pro- 
grams struggle to increase awareness and participation of at-risk pregnant young 
women. If more expectant mothers participated in these successful, existing pro- 
grams, there would be significant reduction in health care costs and improved 
health outcomes. Use of intensive care facilities for low birth-weight babies would 
decline: as more low-income mothers have good nutrition and prenatal care, their 
gestation periods are more likely to reach full term. This also would lessen the num- 
ber of young children with developmental problems, and lower the costs for servicing 
their special needs. Task Force pilot projects could borrow strategies from the four 
examples given above, and other sources, to identify kinds of innovations that could 
increase participation in WIC programs and could encourage creation of demonstra- 
tion projects that do this. 

For example, the Holtyn model might be introduced at a community level, includ- 
ing a featured health lottery, with the health lottery advertised widely on TV (as 
public service announcements and special reports). Filling out a health risk ap- 
praisal would be step one of a two-step process to qualify for participation in the 
lottery; the second step, which could be scheduled immediately, would involve (free) 
biometric measurements of your health status, with a brief, personalized health 
counseling session as it ends, and request for permission to stay in touch, assessing 
the best ways to do so. The health risk appraisal could be available in public librar- 
ies, at the public health department or other service centers where staff can help 
people with low literacy levels answer the questions. (The health risk appraisal 
would include two questions for women: “When did you have your last monthly pe- 
riod?” and “Are you pregnant?” to flag women who might be appropriate candidates 
for WIC referral as part of followup counseling.) 

2. De-medicalize end-of-life care costs: 

a. Demonstration projects with geriatric patients and their families: 
Helping clinics and staff develop skills and protocols that encourage pa- 
tients and their families to assess what is most important to them in main- 
taining quality of life through its end. These programs would include introduc- 
tion to living wills, the availability of hospice, and strategies for decisionmaking 
that are appropriate to the patient’s and family’s own values about what matters 
most to them as the end of life approaches. Doing this as part of primary geriatric 
care could lessen later use of heroic interventions at great cost that delay end-of- 
life only shortly. Hospice use might increase earlier in the dying process. 

b. Demonstration projects with hospital staff who offer end-of-life care, 
strengthening communication skills and encouraging earlier discussion 
with patients and their families about quality-of-life choices available to 
them: A high proportion of Medicare costs are spent tr3dng to delay a dying process 
which nonetheless occurs within a few days or months. Medical staff make heroic 
interventions at great cost in an effort to extend life. Often it is only when all inter- 
ventions clearly have failed that staff help the patient and family address the ques- 
tion of how they would like to spend the remaining time that the patient will have 
to live. Hospice programs are widely available and are chosen by many patients at 
the very end. But the kind of communication that helps patients and families look 
clearly at a dying process that already is underway and that encourages them to 
decide how they want to use their remaining time often occurs only after heroic 
interventions that will simply delay a dying process a bit have been exhausted and 
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failed. Demonstration projects could be encouraged, developed, and evaluated that 
help staff communicate with end-of-life patients (and their families), to explore what 
is likely to lie ahead and encourage them to make their own choices about how to 
balance quantity and quality of time that remains and how to approach the healing 
aspects of dying as well as living. The Samueli Foundation has identified projects 
in integrated medicine already in use at some hospitals which help staff and pa- 
tients deepen their own approach to healing intentions in other contexts. Task Force 
Demonstration projects dealing with improving quality at the end of life should be 
evaluated for their effectiveness in providing help and satisfaction to patients and 
families and for their impact on use of costly, heroic end-of-life interventions. The 
proposed new Assistant Secretary for HHS should encourage wider use of those ap- 
proaches which prove to be most useful. This might well reduce end-of-life medical 
expenditures while improving the quality of life for many dying patients. 

3. Simplifying hospital administration costs: Single-payer plans now used in 
some other countries have strikingly lower costs for hospital administration because 
they use hospital budgets that reimburse on an annual basis, rather than for indi- 
vidual care episodes. In several countries that have multiple payers for disease care, 
hospital budgets are set annually through negotiations between hospitals, physi- 
cians, and the set of insurers who pay for their services. Annual budgets can be ad- 
justed for individual hospitals, depending on types of services provided, whether it 
is a teaching hospital, the population mix it serves, and other relevant factors. The 
various payers then divide these costs among themselves, based on their share of 
the patient load, adjusted for demographics and health-risk differences in their cli- 
ent base. 

In the United States, hospital costs now make up 30% of total health care spend- 
ing (over $600 billion annually), and hospital administrative costs make up 20% to 
30% of the hospital costs, varying from hospital to hospital. In contrast, in Canada, 
which has hospital facilities similar to those in the United States, but which uses 
annual budget hospital reimbursement, administrative costs for hospitals average 9 
to 11% annually. (Canadians seem to be generally pleased with their hospitals: In 
2002, Michigan, New York, and Washington hospitals treated only 154 Canadians 
who came to border-area U.S. hospitals for elective care. Among “America’s Best 
Hospitals” only one reported treating more than 60 Canadians a year. In a survey 
of 18,000 Canadians, only 20 had gone to the United States seeking care in the past 
year.) 

Dramatic cost savings could result from such an innovation. However, I think this 
major a change in reimbursement procedure should be tried in a few States before 
recommending its use or nonuse more widely throughout the American health care 
system. Congress could ask the Assistant Secretary for HHS (proposed in the House 
health care reform bill discussion draft) to encourage a few States to serve as a pilot 
demonstration testing the feasibility of creating annual budgets for hospitals 
through negotiations between all the relevant payers and the relevant care pro- 
viders, and the HHS office could assist in evaluating the impact of reimbursement 
through annual budgets on hospital administrative costs and total expenditures for 
hospital care. 

Max Heirich, professor and research scientist emeritus, U of Michigan, NIH re- 
search grantee, co-founder of the UM Health Policy Forum, author and past consult- 
ant on prevention, wellness, cost-control and integrated medicine to Ford, GM, 
Merck, NIH, and the White House Commission on Complementary and Alternative 
Medicine Policy, and author of Rethinking Health Care: Innovation and change in 
America (Westview Press). 


Medicaid and Medicare Advantage Programs Association of Puerto Rico 

Mr. Chairman and Members of the Ways and Means Committee: 

Thank you for the opportunity to provide our comments on the Tri-Committee 
Draft Proposal for Health Care Reform. 

We write as members of the Medicaid and Medicare Advantage Programs Associa- 
tion of Puerto Rico (MMAPA). MMAPA is comprised of the five largest Medicare Ad- 
vantage (MA) plans in Puerto Rico: Triple-S Salud (SSS), MCS (Medical Card Sys- 
tems, Inc.), MMM (Medicare y Mucho Mazs), American Health Medicare, Humana 
Puerto Rico. Together we account for 88.5% of MA enrollees in Puerto Rico. 

Puerto Rico relies far more on MA to serve the health care needs of its seniors 
than does the United States. Almost 70% of the Medicare beneficiaries in Puerto 
Rico participate in MA, compared to 25% in the States. The population in Puerto 
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Rico is needier, in terms of both economics and health. Per capita income in Puerto 
Rico is $13,468, half the per capita income of the poorest State, Mississippi, with 
a per capita income of $27,702. The Special Needs Plans (SNPs) for dual eligibles 
in Puerto Rico have an enrollment more than four times greater than the national 
average (52% vs. 12%). Approximately 88% of women and nearly 79% of men 60 
years and older in Puerto Rico suffer from at least one chronic illness, and more 
than 50% of Medicare beneficiaries have four or more chronic health conditions. The 
prevalence of diabetes among Medicare beneficiaries is more than 50% higher than 
the national average, and the prevalence of congestive heart failure twice the na- 
tional average. These facts, and others we will cite, make the sustainability of MA 
in Puerto Rico of great importance. 

MMAPA fully supports the goals of health care reform that you, your colleagues 
in Congress, and the President are pursuing. We are particularly enthusiastic about 
the goal of making the delivery system more effective and efficient, particularly im- 
proving access and quality, and about many of the policies you propose to reform 
the system to this end. 

Indeed, we believe that we serve as proof that these reforms will work. The MA 
program in Puerto Rico has provided an opportunity to put to the test the develop- 
ment of efficient coordinated care plans to serve a population that is very poor and 
with significant health care needs. Early results of satisfaction surveys and HEDIS 
indicators reflect that the programs developed by plans are promoting high quality 
health care and the provision of preventive and wellness services. 

MA plans in Puerto Rico provide the following benefits, not available through tra- 
ditional Pee for Service (EPS) in Puerto Rico: 

1. Enhanced access to physicians and hospitals with waiver of deductible and co- 
insurance. 

2. Access to a pharmacy benefit. (The MA program is largely responsible for the 
access of Medicare beneficiaries to Part D benefits due to the socio-economic 
status of the beneficiaries in Puerto Rico.) 

3. Dental, Vision and Hearing benefits not covered by FES Medicare. 

4. Focus on primary care-based networks and clinical management. 

5. Preventive exams not previously covered by FFS Medicare. 

6. A real effort to provide beneficiary orientation about prevention and health 
education, including the management of chronic diseases. 

We have made significant progress toward another of your goals: monitoring and 
reducing waste, fraud, and abuse. MA plans in Puerto Rico have developed adminis- 
trative programs that have created monitoring tools and processes that the Medi- 
care FFS program does not have, and probably will not be able to develop in the 
near future. Many recommendations for improving the Medicare FFS program today 
are related to establishing such administrative programs with providers. One impor- 
tant example is the provision of DME services, where in the past traditional FFS 
Medicare has encountered critical problems of fraud and abuse. 

Between 2004 and 2008 we have made demonstrable improvements in health care 
delivery and health status for our enrollees. Some examples are: colorectal cancer 
screenings have increased by 70%; breast cancer screenings by 26%. Hypertension 
control has increased 24%. Our flu vaccination programs have reduced flu hos- 
pitalizations by 60% and flu-related deaths by 80%. 

It is in this context of great need, and significant improvements in the health sta- 
tus of Puerto Rico’s Medicare population through MA plans, that we say to you that 
we are deeply concerned about your proposal to reduce MA rates to 100% of FFS 
costs. We believe that this policy is likely to have negative consequences in many 
areas of the United States. We know it will have negative consequences in Puerto 
Rico. 

Today, Medicare premiums account for approximately 50% of the total health in- 
surance market in Puerto Rico. A policy change that significantly reduces MA fund- 
ing will affect the entire health care system of the Island. The proposed reduction 
is equivalent to a reduction of approximately 10.3% of the total estimated health 
care expenditures for Puerto Rico in 2009, compared to the impact of 0.5% that the 
change represents at a national level. 

The impact of this policy on the MA plans in Puerto Rico is potentially dev- 
astating, due in large part to the fact that the FFS cost calculation for Puerto Rico 
is seriously flawed and results in a FFS cost figure that is inaccurately and substan- 
tially too low. In its June Report to the Congress, the Medicare Payment Advisory 
Commission (MedPAC) alerts the Congress to possible inaccuracies in the Adjusted 
Average Per Capita Cost (AAPCC) calculations, the Part A estimates, and the risk 
scores for Puerto Rico. They identify the major source of these inaccuracies as the 
fact that only 30% of FFS Medicare beneficiaries in Puerto Rico have Part B cov- 
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erage (compared with a national average of 97%). We believe that there are several 
other sources as well, including discounted Part A payments, the absence of the 
SSI program in Puerto Rico, and the absence of the Low Income Subsidy (LIS) for 
Part D on the Island. 

Under the current calculation, Puerto Rico’s FFS cost is so much lower than the 
average FFS cost for the Nation as to strain credulity. The MA rate for Puerto Rico 
is already 88% of the national average 100% FFS cost. 

We urgently request that you act on MedPAC’s suggested solution to the anoma- 
lously and inaccurately low FFS cost calculation by affirming that the Secretary of 
Health and Human Services has the authority to establish a calculation that ad- 
dresses the special circumstances mentioned in the MedPAC report and others. This 
would be good policy in any case, but certainly if you propose to reduce Puerto Rico’s 
MA rates to 100% of local FFS, the FFS calculation and resulting cost figure should 
be accurate. If necessary, after the effective date for this policy, until the problems 
in the calculation have been addressed and resolved, we request that Puerto Rico’s 
MA rate be based on 100% of the national average FFS cost. 

The MA program in Puerto Rico is producing positive health care outcomes for 
the almost 70% of Medicare beneficiaries enrolled in MA plans. The MA program 
is allowing for more adequate provider reimbursement, network administration, and 
the development of clinical management programs. We are implementing your objec- 
tives of enhancing preventive care, and coordination and efficiency of all care. A re- 
duction in rates such as you propose would seriously impair our ability to provide 
these important services and results. We hope that you will help preserve our abil- 
ity to continue our work on the Island. 

We stand ready to provide you with any additional information or assistance you 
might require. We look forward to working with you to achieve health care reform 
that will ensure the availability of affordable, effective, and high quality health care 
for all our citizens. 


Sincerely, 


MMAPA 


Statement of the Medical Banking Project, Legislative Committee 

I. BANKS ARE IMPROVING COST, QUALITY AND ACCESS TO HEALTH 
CARE, TOO! 

EMBEDDED WITHIN THE FABRIC OF A $2.5 TRILLION HEALTH CARE 
SYSTEM IS THE BANKI N G AND FINANCIAL SERVICES COMMUNITY. This 
network of organizations process these health care dollars using the most efficient 
payment system in the world, settling billions of dollars every minute for millions 
of patients and health care groups who value and demand confidentiality, privacy, 
speed and efficiency. 

This national resource, which could be deployed to solve numerous systemic ineffi- 
ciencies throughout the health care claim and pajmient process, moves massive vol- 
umes of funds and data in between all the health care stakeholders — providers, pay- 
ers, employers, consumers and others — both within America and around the world. 

Yet in our dialog to move health care into a more electronic environment 
in America, hanks and financial services firms are often sitting outside of 
the discussion. Why is that? 

Many people equate the banking health care contribution to HSAs alone, yet the 
reality is that banks currently invest in health care IT so they can move mountains 
of paper out of the health care system. This conversion to electronic processing al- 
lows important data to be available much more quickly to the health care providers 
and subsequently to consumers. This important function that banks perform today 
for the health care industry bears repeating: Our banking system does not only 
move money, but it also moves data between all the health care stake- 
holders. 

H. SUPPORTING GREEN TECHNOLOGY AND CONVERTING NEW VALUE 
TO CHARITY CARE 

A missing ingredient in the national dialog to improve our health care system is 

how banks can harness and enhance highly secure, existing technology to 
ramp health care onto the digital platform of the 21st century. Leveraging 
proven and secure banking systems, we can dramatically reduce the costly paper 



358 


chase in health care, saving at least $35 billion annually in waste, ^ and, those 
annual savings can be used to supplement the cost of treating the uninsured.^ 
In addition, by moving health care into a real time platform we can save billions 
of dollars in administrative inefficiency and help to make critical information avail- 
able instantly.^ Use of this technology not only supports a powerful Green Tech- 
nology platform for America but it delivers exceptional public value as well 
by giving providers cost savings to apply to uninsured families and the expansion 
of health care delivery. 

III. DELIVERING HEALTH CARE RECORDS AND HEALTH CARE INFOR- 
MATION FOR THE MASSES 

Today, online banking is one of the most trusted and well used portals, with over 
55 million American households currently online. Americans use online banking 
with confidence everyday, because banks use some of the most sophisticated identity 
and access management engines outside of the defense industry. In addition to on- 
line banking, many employers lament that if their employees used their online 
health care portals more, they could learn how to live healthier lives. Linking online 
banking with lifestyle portals offered by employers could create a cultural shift that 
is clearly necessary for helping individuals learn about healthier lifestyle practices. 

This “Health-Wealth” portal of the future opens up enormous possibilities to 
fast forward eHealth for generations to come in America. Through secure online 
banking systems that we routinely use to access our money, online banking cus- 
tomers could access their personal health care records along with other on- 
line tools and information that foster better health. The integration of bank- 
ing and health care is not just about HSAs, although that is a key program; it is 
also about how to engage the consumer to live a healthier lifestyle. Banks 
and financial institutions have spent much time and money designing easy-to-use 
online systems and this base of knowledge can be used to support a major national 
drive to optimize community health care, a key goal of the Obama Administra- 
tion. 

IV. HOW IS THIS NEW FIELD OF “MEDICAL BANKING” BUILDING OUT? 

THE MEDICAL BANKING PROJECT has pioneered new thinking that links 
banking and health care infrastructure to dramatically impact cost, quality and ac- 
cess to health care. Supported by some 45 corporations, universities and gov- 
ernment agencies (CMS, Veterans Healthcare Administration, Department of De- 
fense, Centers for Disease Control) the Project spearheads industry initiatives that 
demonstrate the potential of medical banking. These include: 

The Gold Seal Program for instilling public trust in medical banking programs. 
The emphasis of this program is HIPAA privacy and security practices, as well as 
other critical data protection regulations. 

• The Specialized Payment Platform for moving massive volumes of paper out 
of the system. This platform promotes real time payments at point of service, 
implements key processing standards and enables digital workflows. 

• The Health-Wealth Portal for aggregating financial and health care resources 
into the online banking platform. The portal can offer single sign on advantages 
to the consumer as well as convenience for choosing and financing a person’s 
health care. 

As President Obama noted in a major policy speech, fiscal success is predicated 
upon the health of a community. Healthier communities are more productive 
and dynamic, thus banks have an interest in supporting the health care of 
the communities they serve. Along with serving their communities, banks offer 
the health care industry a large opportunity for cost savings and improved effi- 


iMBProject Research Report, 2001. The report calculates that the aggregate annual savings 
of implementing one model in medical banking (the specialized lockhox) is $35 billion. The data 
are based on the cost to process a payment electronically versus via paper. An earlier study was 
done in 1994 by the Bankers EDI Council that determined the savings to be $11 per remittance. 
This level of savings confirms the MBProject study. 

2 MBProject asserts that operationalized savings among providers will supplement uncompen- 
sated/charity services. In 2005, PNC Bank commissioned an independent survey to study the 
effect of better administrative practices using banks. The target group was 135 national health 
care providers and health care plans (approximately 35 were plans). The respondents indicated 
they would save between $1 million and $10 million annually using a medical banking platform. 
Sixty-seven percent indicated they would use the savings for funding indigent and/or charity 
care. 

3 Institute of Medicine, To Err Is Human, 1999. Adverse drug events that result in death of 
the patient could be mitigated using current electronic health care records. 
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ciencies, and therefore it makes perfect sense to align these two critical industry 
segments to improve American health care. 

We would like to offer our assistance to Members of Congress and others to help 
further understand how the banking community can contribute to the formation of 
solutions that solve the pressing health care policy issues that are currently being 
faced by our Nation. 


MBProject Members In Good Standing 

(as of June 30, 2009) 

ACS EDI Gateway, Inc. 

BancTec, Inc. 

Benchmark Revenue Management, Inc. 

Bank of New York Mellon Treasury Services 
Canopy Financial 
CareMedic Systems, Inc. 

Centers for Disease Control and Prevention (CDC) 

Centers for Medicare & Medicaid Services 
Claimtrust, Inc. 

Conmergence 
Converge Capital 
C Vision, Inc. 

DestinationRx 

DoDATelemedicine and Advanced Technology Research Center [TATRC] 
Donnell Systems (OCIE) 

Edifecs, Inc. 

HSA Bank 
InstaMed 

Internet Payment Exchange, Inc. (IPAYX) 

MaxSurge Healthcare Solutions, Inc. 

Medical Recovery Services, Inc. 

Metavante Corporation 
Milliman Inc. 

U.S. Dept. Office of Civil Rights 

PEPC 

PNC Bank 

PNC Financial Service Group 
PricewaterhouseCoopers, LLP 
RemitDATA, Inc. 

Revenue Management Solutions, LLC 
Sentry Data Systems 
Starbourne Communications Design 
Sun Microsystems 
Systemware, Inc. 

The SSI Group, Inc. 

Thelma U.S. 

TransUnion 
TransEngen, Inc. 

US Bank 

Veterans Health Administration 
Wachovia, A Wells Fargo Company 
Walt Disney Company 
WAUSAU Financial Systems 


Mark H. Ayers, National Coordinating Committee for Multiemployer Plans 

Greetings: 

On behalf of the approximately 26 million American workers and families who de- 
pend on joint labor-management, multiemployer health and welfare trust funds for 
their medical and other health benefits, I am pleased to submit these comments on 
the recent House Tri-Committee Health Reform Discussion Draft to supplement the 
record of your Committee’s June 24, 2009 hearing. 

Let me first congratulate you and the Ways and Means Committee as a whole, 
along with Chairman George Miller’s Education and Labor Committee and Chair- 
man Waxman’s Energy and Commerce Committee, for taking on one of the most im- 
portant challenges confronting our Nation: The need for a national health care sys- 
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tern that provides universal access to affordable, quality health care, that respon- 
sibly controls costs, and that distributes costs fairly, without unnecessarily dis- 
rupting established employment-based health plans that are meeting their partici- 
pants’ needs. National, systemic reform has long been an aspiration. Hopefully it 
will soon become reality beginning with enactment of comprehensive legislation in 
this Congress. 

However, great care must be taken in crafting legislation to avoid harming our 
members’ “Taft-Hartley” multiemployer health and welfare funds. These long-estab- 
lished collectively bargained funds are a large and essential part of the employment- 
based health plan system that national health reform is trying to preserve. As you 
know, even the best intended and carefully considered legislation can have unin- 
tended, counterproductive consequences. 

We have been heartened by President Obama’s recent public statements that 
health reform should ensure that workers “who already have health care aren’t sud- 
denly seeing their costs go up to pay for other peoples’ costs going down” and that 
reform should be designed so that “everyone’s costs can go down effectively.” The 
President has often said that health reform should only fix what is broken in the 
health care system, not create solutions looking for a problem or that cause more 
problems than they fix. 

Nevertheless, we have grave concerns that provisions of the Discussion Draft, if 
enacted into law without changes, would have the opposite effect for our health and 
welfare funds and the millions of working families who depend on them. It appears 
that the Discussion Draft may result in substantially higher costs for our health and 
welfare funds and the covered workers; yet the “small employers” who compete 
against the responsible employers participating in our funds (over 90% of whom em- 
ploy fewer than 20 workers and more than half who employ fewer than 10) would 
continue to escape any responsibility and continue to shift the costs of their employ- 
ees’ health care to our funds and workers. The effect of the Discussion Draft would 
be to discourage participation in our health and welfare funds by employers and in- 
dividuals to the serious detriment of the covered workers and their families. 

The Importance and Special Nature of Multiemployer Health and Welfare 
Funds 

One of the proudest achievements of collective bargaining over the past 50 years 
is the thousands of labor-management, multiemployer health and welfare trust 
funds that provide to covered, union-represented workers and their dependents var- 
ious benefit coverages, including medical, hospitalization, preventive and wellness 
care, prescription drugs, dental care, and vision care. These trust funds are often 
referred to as “Taft-Hartley funds” because they are regulated by the Labor Man- 
agement Relations (“Taft-Hartley”) Act of 1947, as well as by the Employee Retire- 
ment Income Security Act (“ERISA”) and the Internal Revenue Code (“Code”). 

These health and welfare trust funds cover workers in industries as diverse as 
airlines, building and construction, transportation, retail, food, clothing, textiles, 
service, mining, entertainment, hotel and restaurant, maritime, longshore, and man- 
ufacturing. But for these trust funds, millions more working families would be unin- 
sured and at risk for financial ruin in the event of a serious illness. The transient, 
project-based, mobile and seasonal employment patterns that characterize many of 
these industries would prevent workers from obtaining health coverage absent a 
central, pooled fund through which portable coverage is provided to workers as they 
move from employer to employer. 

Multiemployer funds solve the problem of real portability as workers change jobs; 
they don’t have to “take their coverage with them” because they remain in the same 
health and welfare fund as long as they are employed by contributing employers. 
Further, many funds have reciprocal agreements so that coverage can be continued 
even for employment with an employer obligated to contribute to another fund. 
Without the unifying arrangement provided by a Taft-Hartley fund, frequent 
changes in employment would make coverage by any one employer infeasible, and 
most are small so that employers would not maintain an employee health plan on 
their own, especially for transient workers. 

In assessing the impact of any health reform proposal on Taft-Hartley, multiem- 
ployer health and welfare funds and their participants, one must be mindful of the 
special characteristics of, and challenges faced by, these funds, including the fol- 
lowing. 

Collectively-Bargained Trust Funds: A Taft-Hartley, multiemployer health 
and welfare fund is established and maintained through collective bargaining be- 
tween one or more labor unions and more than one employer. As a matter of Fed- 
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eral law, a fund must be structured as a trust that is a separate legal entity, dis- 
tinct from its sponsoring union(s) and contributing employers. The fund must be 
governed by a joint board of trustees on which labor and management are equally 
represented. Generally, the labor trustees are elected union officials and the man- 
agement trustees are representatives of contributing employers. But, in performing 
their fund-related duties, the trustees have a fiduciary responsibility solely to the 
fund and its participants and beneficiaries, and not to the contributing employers 
or sponsoring union(s). 

Plan Design: Among the board of trustees’ responsibilities is structuring the 
fund, engaging appropriate service providers, and designing the plan of benefits to 
be provided by the fund to covered workers and dependents (“participants and bene- 
ficiaries”). The trustees, of course, rely on professional assistance in performing 
these duties. 

In designing the benefit plan, the trustees take into consideration the fund’s avail- 
able and projected financial resources as well as the needs and wants of the partici- 
pants and beneficiaries, among other relevant facts and circumstances. This bal- 
ancing of interests requires a lot of innovation and flexibility to maximize value and 
adjust to changing circumstances, including the ability to adjust benefits to afford- 
able levels and modify eligibility rules. 

Because a Taft-Hartley, multiemployer health and welfare fund is a legal entity 
unto itself, the fund’s administration is wholly separate and distinct from any indi- 
vidual employer’s operations or human resources functions. For example, a fund has 
no involvement in a contributing employer’s payroll operations including income teix 
withholding or payroll tax payments. The cost of fund administration is paid en- 
tirely from the fund’s assets by the trustees, not by any contributing employer. 

Funding: A Taft-Hartley, multiemployer health and welfare fund is financed by 
collectively bargained employer contributions and investment of its pooled reserves. 
Financing methods can vary from industry to industry according to employment pat- 
terns, cash flow, and financial structures in an industry. In many industries, like 
building and construction, contributions are required at a set rate for each hour 
worked in employment covered by the collective bargaining agreement and sub- 
mitted to the fund monthly. While there are industry-based variations (some assess 
contributions based on days, weeks or shifts worked rather than hours, for example) 
contributions are almost always based on the activity levels of each employer’s cov- 
ered workforce. The contribution rate is generally set in the collective bargaining 
agreement for the term of the agreement (sometimes allowing for re-openers in spe- 
cial situations). 

Even though contributions are calculated based on each participant’s work, the 
contributions made for any particular participant may bear no correlation whatso- 
ever to the actual cost of that participant’s or his family’s coverage by the fund. 
Taft-Hartley funds create multiemployer pools over which costs are spread without 
a determination as to the cost of each contributing employer’s employee group. That 
aggregate cost (plus the costs of fund administration, reasonable reserves, and cov- 
erage for nonworking participants) must be covered by total employer contributions 
based on the participants’ covered employment. Typically no distinction is made be- 
tween employers based on the differing demographics of their respective workforces. 

Typically, in the bargaining process between the union(s) and employers, the 
health and welfare fund contribution rate is just one of multiple “money issues.” In 
essence, once a total amount of compensation per hour is negotiated, that sum has 
to be allocated among wages, health and welfare fund contributions, pension fund 
contributions, and other employee benefits. The reality, not just economic theory, is 
that workers trade off wages for health and welfare fund contributions, recognizing 
that they and their families need the coverage. That is, the workers collectively pay 
for their own health and welfare coverage, although the law treats the contributions 
as employer contributions. Very few, if any, workers want to give up take home pay 
for more health coverage than they need. This process makes workers very sensitive 
to the cost of their and their families’ health care. 

Eligibility Rules: Health and welfare funds necessarily have eligibility rules for 
determining whether a worker and/or dependent is eligible for benefits during any 
given period of time. Funds have developed various industry-specific systems for 
maximizing coverage, taking account of the employment patterns of the industry 
and the funds’ financing needs. Typically, these systems feature eligibility periods 
during which a worker’s covered employment with any contributing employer builds 
credit toward eligibility in a future period (e.g. covered emplojmient in the first cal- 
endar quarter earns the worker benefit eligibility for claims incurred in the second 
quarter). Since eligibility is based on the level of covered work in a prior period. 
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sometimes individuals are not actually working in covered employment during their 
period of coverage. This pattern of establishing eligibility after the necessary con- 
tributions are received by the fund is essential to the structure of Taft-Hartley 
funds. 

It is common for covered employment to fluctuate and for workers to have tem- 
porary periods of underemployment or unemployment in the normal course of an in- 
dustry’s employment pattern. When no or insufficient covered employment with a 
contributing employer is available for a worker, he and his family may lose eligi- 
bility under the fund unless the fund provides means for bridging gaps in employ- 
ment. Many funds, particularly in the building and construction industry, maintain 
“hours bank” arrangements under which some of a worker’s hours of covered em- 
ployment are “banked” and used to pay for benefit eligibility during periods of un- 
employment. 

Some funds allow workers to self-contribute to make up a shortage in hours of 
covered employment during an eligibility period. And, of course, the health and wel- 
fare funds also offer self-paid COBRA continuation coverage for participants and 
beneficiaries who lose eligibility. 

During times of high unemployment, like now, the funds face a major challenge 
to maintain unemployed workers’ and dependents’ eligibility without current em- 
ployer contributions to finance the coverage. And too often the worker exhausts a 
fund’s system for bridging gaps in employment before finding new covered employ- 
ment. When that happens, a fund’s trustees may try to address the situation by 
modifying the continuation of coverage rules; but that is only possible if the fund 
has accumulated and maintained sufficient reserves of assets. 

ERISA Preemption: There are thousands of Taft-Hartley, multiemployer health 
and welfare funds in the United States. Many of them are multi-State in coverage; 
that is, they cover workers employed in two or more States. This is largely attrib- 
utable to mobile work patterns, expanding union geographical jurisdictions, and 
changes in collective bargaining structures. Some funds provide regional coverage, 
others provide national coverage. The geographical scope of health and welfare 
funds is expected to increase over time as funds merge to increase their purchasing 
power and contain costs. 

Multi-State coverage by health and welfare funds would not be feasible without 
the uniform, Federal regulatory scheme provided by ERISA and related laws and, 
in particular, the protection provided by ERISA preemption against multiple, con- 
flicting and costly State laws. As Congress wisely determined in enacting ERISA, 
dual Federal and State regulation of even intra-State funds would be counter- 
productive. 

Most Taft-Hartley health and welfare funds are fully or partially self-funded. That 
is, benefits are paid by the fund from its pooled assets, rather than by an insurance 
company. Many of these funds carry“stop loss” insurance to spread the risk of cata- 
strophic claims. 

On the other hand, some funds still purchase insurance policies for all or some 
of the benefits. The fund negotiates and pays the group premiums to the insurance 
company for the eligible participants and beneficiaries, and the benefits are paid 
from the insurance company’s assets. 

The proliferation of burdensome State mandated benefit laws, as well as insurers’ 
need for profit and other insurance related costs, drove many funds from the group 
insurance market and into self-funding. State laws became a problem for insured 
funds once the U.S. Supreme Court misinterpreted ERISA’s preemption provisions 
as allowing States to regulate the content of insurance contracts including contracts 
with ERISA-regulated health plans. 

Administration: Some Taft-Hartley, multiemployer health and welfare funds, 
particularly larger funds, are self-administered; that is, they employ an in-house 
staff to perform all of the administrative functions such as collecting contributions, 
determining eligibility, processing and pa3dng benefit claims, handling appeals, rec- 
ordkeeping, and reporting and disclosure. But, many contract with third-party ad- 
ministration companies, or have “administrative services only” contracts with insur- 
ance companies, for all or some of the fund’s administrative functions. Many also 
contract with insurers or other organizations that maintain provider networks or 
group purchasing arrangements. 

Importantly, all of a health and welfare fund’s administrative costs are paid from 
the fund’s pool of assets; the same pool from which benefits are paid. In other words, 
a dollar paid in administrative costs (including regulatory compliance) is one less 
dollar available for paying benefits. 
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Retirees: Taft-Hartley, multiemployer health and welfare funds commonly pro- 
vide coverage to retirees, particularly for pre-Medicare retirees, although many also 
provide supplemental coverage for Medicare eligibles. Retirees self-contribute to the 
funds for a portion of this coverage normally, but their cost is often subsidized by 
the contributions made for active workers; that is, the retirees contribute less than 
the actual cost of their coverage. 

Retiree coverage is becoming rare in nonunionized private sector employment, and 
many workers are compelled to remain actively employed just for health insurance 
coverage. However, many Taft-Hartley health and welfare funds cover workers in 
industries, like building and construction, who engage in physically demanding 
labor and become unable to continue working in covered employment before the age 
of Medicare eligibility. Pre-Medicare retiree health coverage is very important to 
these workers. But, subsidized retiree coverage is also expensive for the funds and 
active workers; a higher collectively bargained contribution rate for active workers’ 
covered employment is needed to support the retiree coverage. 

Unfair Competition and Cost-Shifting: Taft-Hartley, multiemployer health 
and welfare funds are especially harmed by unfair cost-shifting. First, the funds are 
charged higher prices by providers or otherwise forced to subsidize the uncompen- 
sated medical care provided to uninsured workers and their dependents by hospitals 
and other providers. Second, a fund’s contributing employers are commonly com- 
peting against nonunion employers that do not maintain employee health plans and 
whose employees are uninsured. These irresponsible, nonunion employers have an 
unfair cost advantage over union employers that contribute for their employees to 
the health and welfare funds. This unfair competition by nonunion employers re- 
sults in a loss of the covered, union employment that generates contribution income 
for the health and welfare funds and benefit eligibility for the workers and their 
families. This unfairness is exacerbated by the fact that the uninsured, nonunion 
workers and dependents receive uncompensated medical care, the cost of which is 
shifted to employee health plans including health and welfare funds. 

Faced with persistent, systemic health care cost inflation over the past 20 years, 
Taft-Hartley, multiemployer health and welfare funds have endeavored to develop 
innovative means for cost containment including preferred provider arrangements, 
promoting preventive care and wellness, engaging in disease management, and 
forming group purchasing coalitions to maximize bargaining power. 

These serious efforts have made a difference. But, they have not been enough to 
contain costs sufficiently because most of the causes of inflation in health care costs 
are beyond the funds’ control, like unfair cost shifting by irresponsible employers 
and by government programs. As a result, health and welfare funds have been com- 
pelled to press the collective bargaining parties — actually, the active workers — to 
shift more wages into health and welfare contributions. 

The fact is that national, systemic reform legislation is needed to deal with 
unsustainable health care cost inflation. And, true universal health insurance cov- 
erage is an essential element of that reform. 

Discussion Draft and Multiemployer Health and Welfare Funds 

Costly New Mandates and Restrictions: Application of the benefit and regu- 
latory mandates of Title I to a multiemployer health and welfare fund (a group 
health plan that is a multiemployer plan under section 3(37) of ERISA), especially 
to a self-funded health and welfare fund, would substantially increase the costs of 
the fund’s benefits and administration. Higher costs to the funds for benefits, ad- 
ministration, and legal compliance necessarily translate into a greater portion of the 
workers’ pay package being dedicated to health and welfare fund contributions and 
less in cash wages. There is no other source of revenue to offset higher health plan 
costs than the workers’ pay, as explained above. 

The health and welfare funds are not insurance companies motivated by profit; 
to the contrary, the funds are nonprofit, tax-exempt trusts. The funds are not single 
employer health plans whose terms and conditions are unilaterally set by company 
executives and that can draw on the company’s treasury whenever they need money. 
To the contrary, our health and welfare funds are pools of workers’ money governed 
by a joint labor-management board of trustees who are legally required to operate 
the fund for the sole and exclusive benefit of the participants and beneficiaries. 

Participation by an employer in a health and welfare fund, and its compliance 
with its collectively bargained contribution obligations to the fund, must be deemed 
to satisfy any employer responsibility (“play or pay”) requirement. And, coverage by 
a health and welfare fund by a participant or beneficiary must be deemed to satisfy 
any individual responsibility mandate. 
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Some multiemployer health and welfare funds might eventually wish to purchase 
coverage for their participants and beneficiaries through the Health Exchange. They 
should be permitted to do so, once the Exchange is opened to large employers. And, 
if any fund does so, it will thereby choose to assume the costs, mandates and re- 
sponsibilities associated with Exchange participation. 

Health Choices Commissioner: The Discussion Draft would create an expan- 
sive new regulatory regime and Federal agencies (e.g. Health Choices Commis- 
sioner) on top of the existing, complex regulatory regime of ERISA, multipl 3 dng the 
regulatory and administrative costs that a health and welfare fund’s participants 
and beneficiaries would have to bear. The Commissioner, in particular, would be 
granted very broad, discretionary power to regulate the benefit programs and oper- 
ations of the funds, and impose unlimited additional obligations and costs. 

Opting-Out of Funds: Multiemployer health and welfare funds are very con- 
cerned about any legislation that would entitle individual participants to opt-out of 
fund coverage so they can buy coverage through a Health Exchange. We are abso- 
lutely opposed to such an opt-out if the participant’s exercise of such a right could 
be construed under the law as relieving an employer of its collectively bargained ob- 
ligation to contribute to the health and welfare fund or as requiring the employer 
to make a payment to the Health Exchange or government agency in addition to 
paying contributions to the health and welfare fund. 

Such leakage would undermine the financial foundation of health and welfare 
funds, and the fundamental labor law concepts of exclusive bargaining representa- 
tion and mandatory subjects of bargaining. Younger, healthier, unmarried workers 
would be incentivized by the legislation to opt-out of their health and welfare funds 
and buy cheaper coverage through the Health Exchange. The pool of higher risk cov- 
ered lives left in the funds would be costlier to cover, of course. 

This draining effect would be exacerbated if individual workers would receive gov- 
ernment subsidies to buy coverage through the Health Exchange. 

As noted above, multiemployer health and welfare funds are creatures of collec- 
tive bargaining. The workers as a group, through their union as the exclusive bar- 
gaining representative, negotiate a collective bargaining agreement that requires 
the employer(s) to contribute to the health and welfare fund for the work performed 
by all employees covered by the agreement. An individual employee is not permitted 
to exempt himself from the collective agreement, cut his own deal with the em- 
ployer, and relieve the employer of its obligation to contribute to the fund for the 
work performed by the employee. 

Moreover, any requirement that the opt-out individual’s employer pay an assess- 
ment to the Health Exchange or other entity, in addition to complying with the em- 
ployer’s obligation to contribute to the health and welfare fund would incentivize 
employers to bargain out of the fund. 

Employer Responsibility — “Small Employer” Exemption: We strongly sup- 
port enactment of Federal legislation that would require all employers to contribute 
significantly to the cost of providing health care coverage for their workers and the 
workers’ families. As noted above, the cost of health care for the workers of irre- 
sponsible employers and their dependents is being shifted to health and welfare 
funds and their participants and, through them to the small employers who must 
compete with those firms. Moreover, these free-riding employers enjoy a big, unfair 
competitive advantage over responsible employers that contribute to our health and 
welfare funds. In other words, the workers covered by our funds are being required 
to pay the health care costs of their nonunion competitors by the current system. 

We are pleased to see that the Discussion Draft would require employers to “play 
or pay.” However, we are alarmed to hear that the Committee intends to exempt 
“small employers” and extend the exemption to employers who have less than 25 
employees. Such an exemption would allow, indeed encourage, the unfair competi- 
tion and cost-shifting that led us to support national health care reform. 

As noted above, many, if not most, employers participating in multiemployer 
health and welfare funds are small employers; often with fewer than 10 employees. 
To exempt the business competitors of our employers from any responsibility for 
their employees’ health coverage would be to grant irresponsible employers a great 
competitive advantage over responsible small employers. This would discourage em- 
ployers from remaining in or joining our health and welfare funds. 

In addition, a “small employer” exemption would provide even more financial in- 
centives for employers to misclassify workers as “independent contractors” and avoid 
any “play or pay” responsibility. 

Government Subsidies: The individual and employer subsidy programs that 
would be created by the legislation should be designed to (a) enable workers and 
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dependents (participants and beneficiaries) to keep their health and welfare fund 
coverage and (b) encourage employers to continue participating in and contributing 
to the funds. 

We read the Discussion Draft as providing for subsidies for employers who obtain 
health plan coverage for their employees outside of the Health Exchange, including 
employers that contribute to multiemployer health and welfare funds. If this is, in 
fact, the drafters’ intent, we applaud it, but ask for an opportunity for input on how 
to make the subsidy program effective in a multiemployer fund context. 

With regard to individual subsidies, we read the Discussion Draft as providing 
such subsidies only for individuals who buy health plan coverage through the 
Health Exchange. We urge that any individual subsidy be extended to participants 
and beneficiaries in multiemployer health and welfare funds that would otherwise 
qualify by virtue of their income level. 

We applaud the Discussion Draft’s commitment to provide for a subsidy program 
for pre-Medicare retirees. A great many of the workers covered by our health and 
welfare funds, particularly in the building and construction industry, are physically 
unable to continue working at their trades until Medicare eligibility age. 

The individual “COBRA” subsidy program under the American Recovery and Re- 
investment Act of 2009 is helping to maintain health and welfare fund coverage for 
unemployed workers, and the Medicare Part D subsidy program is helping retirees 
to maintain their prescription drug coverage under our funds. Both of these pro- 
grams were designed to be workable for our funds and participants. Similar, widely 
available subsidy programs for active workers and pre-Medicare retirees should be 
included in health reform legislation. We would be pleased to discuss with the Com- 
mittee’s staff how such programs can be designed to be workable in the multiem- 
ployer fund context. 

There are other aspects of the Discussion Draft on which we have comments and 
concerns. But, in view of the Committee’s strict guideline for submissions, let me 
conclude by again congratulating you for taking on the daunting task of crafting na- 
tional, systemic health care reform legislation. We look forward to the Committees, 
the House, and eventually the Congress passing reform legislation that helps multi- 
employer health and welfare funds and their millions of participants and bene- 
ficiaries. We would be pleased to assist you in working out any details of legislation 
as relates to our health and welfare funds. 

If you have any questions concerning this matter, please feel free to contact 
NCCMP Executive Director Randy DeFrehn at (202) 756-4644. 

Respectfully, 


MARK H. AYERS 
Chairman 


Statement of the National Yogurt Association 

Chairman Rangel, Ranking Member Camp and Members of the Committee, thank 
you for the opportunity to offer testimony in opposition to the proposed enactment 
of a sugar-sweetened beverage excise tax to finance comprehensive health care re- 
form. 

As the voice of the yogurt industry, the National Yogurt Association (NYA) is the 
national nonprofit trade organization representing the manufacturers and market- 
ers of live and active culture (LAC) yogurt products as well as suppliers to the yo- 
gurt industry. NYA sponsors scientific research regarding the health benefits associ- 
ated with the consumption of yogurt with LACs, and serves as an information re- 
source to the industry and general public. 

The yogurt industry is committed to improving its customers’ health through the 
unique properties of its products. In addition to containing many essential minerals 
and vitamins, yogurt with LACs offers the additional benefits of assisting digestion 
and boosting the immune system. 

If Congress moves to enact an excise teix on sugar-sweetened beverages to finance 
health care reform, drinkable yogurt (i.e., smoothie-style drinks made with yogurt) 
containing LACs should be excluded due to their many health benefits. 

Yogurt Drinks Are Positive Lifestyle Options 

Obesity is widely acknowledged to be a serious risk to public health, and excessive 
sugar consumption has been linked to rising obesity rates. However, some products 
that contain sugar, including drinkable yogurt with LACs, have public health bene- 
fits that outweigh the negatives associated with the added sugar they may contain. 
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NYA members strive to produce food products that deliver the valuable health 
benefits of yogurt with LACs. Drinkable yogurt products are a convenient way for 
adults and children who consume these products to get the minerals, vitamins and 
LACs they need. Flavoring yogurt drinks in ways that appeal to consumers’ taste 
allows more people to benefit from their many beneficial health properties. 

Yogurt Drinks Are Nutrient Dense 

Yogurt drinks are nutrient-dense foods that contain many essential minerals and 
vitamins, including riboflavin (vitamin B2), vitamin B12, phosphorous and potas- 
sium. In addition, yogurt drinks are often a good source of protein and calcium, 
which is important to developing and maintaining strong, healthy bones. The 2005 
Dietary Guidelines for Americans notes that studies on milk and other milk prod- 
ucts, such as yogurt, showed a positive relationship between the intake of milk and 
milk products and bone mineral content or bone mineral density. 

Benefits Associated With Live and Active Cultures (LACs) 

In addition to the high nutritional value offered by yogurt drinks, research indi- 
cates that the LACs in yogurt drinks may offer additional health benefits. Many yo- 
gurt drinks are cultured with standard yogurt cultures, Lactobacillus bulgaricus 
and Streptococcus thermophilus. However, many yogurt drinks on the market today 
contain other LACs including Lactobacillus acidophilus, Bifidobacterium bifidus, 
Lactobacillus casei and Lactobacillus GG. These cultures aid in the digestion of food 
and the absorption of nutrients. 

Research also suggests that certain specific strains of these “probiotic” LACs may 
play an active role in preventing gastrointestinal infections, fighting certain types 
of cancer, boosting the body’s immune system and reducing nasal allergies. 

Yogurt Drinks Are a Good Alternative for Those Who Are Lactose Intolerant 

Many yogurt drinks are produced using the same cultures as refrigerated cup yo- 
gurt. Research has confirmed that, during the fermentation process carried out in 
producing yogurt from milk, lactase enzyme generated by the LACs breaks down 
lactose in milk and remains present through consumption, thus allowing those who 
are lactose (milk) intolerant to eat yogurt without certain side effects such as bloat- 
ing and diarrhea. 

Lactose intolerance is relatively common among certain ethnic populations, par- 
ticularly those of Asian, African and Native American descent. The high rate of lac- 
tose intolerance in these populations partly explains the Institute of Medicine (lOM) 
finding that Asians and African Americans are especially at risk for low intakes of 
dietary calcium. The lOM has recognized that individuals with lactose intolerance 
are able to tolerate yogurt better than milk, and noted that in public comments, yo- 
gurt, soy milk and tofu were frequently requested as calcium-rich options. ^ 

Conclusion 

Yogurt drinks with LACs provide consumers with a dietary option that delivers 
a unique combination of properties with definite positive health benefits. They are 
a rich source of many necessary vitamins and other key nutrients, and provide indi- 
viduals who are lactose intolerant an alternative source of these vital nutrients, 
such as calcium. 

NYA recognizes the challenge facing the Committee in finding funding streams 
to pay for health care reform. However, given the many health benefits of yogurt 
drinks with LACs, these products should be excluded from the proposed excise teix 
on sugar-sweetened beverages. Yogurt drinks provide health benefits to consumers, 
and should not be subject to the proposed teix and categorized along with products 
of lesser nutritional value. 

NYA appreciates the opportunity to offer this testimony. 

Respectfully Submitted, 

Kraig R. Naasz, 
President and CEO 
National Yogurt Association 


^lOM, “WIC Food Packages: Time for a Change,” at 119 (December 2005), available at http:// 
www.fns.usda.gov/oane/menu/Published/WIC/FILES/Time4AChange(mainrpt).pdf (last accessed 
May 22, 2009). 
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Letter From the Nurse Praetitioner Roundtable 

Dear Chairmen and Ranking Members of the Tri-Committee: 

The members of the Nurse Practitioner Roundtable (American Academy of Nurse 
Practitioners, American College of Nurse Practitioners, National Association of Pedi- 
atric Nurse Practitioners and National Organization of Nurse Practitioner Faculties) 
would like to thank the Members of the Ways and Means Committee, the Energy 
and Commerce Committee and the Education and Labor Committee for their 
thoughtful undertaking of the issues of Health Care Reform in their currently pro- 
posed legislative draft which we have reviewed. We wish to express our support of 
the comments submitted by the nursing community under separate cover, and 
would like to take this opportunity to thank you for the improvements included in 
this bill that specifically address issues of importance to nurse practitioners and 
their patients. 

We are particularly appreciative of your recognition of nurse practitioners as pri- 
mary care providers in many venues, including the medical home. We are also ap- 
preciative of your recognition of the worth of nurse-managed centers and school- 
based clinics by providing funding for these clinics that provide a valuable service, 
particularly to the uninsured. 

There are, however, some sections where unchanged language could impair the 
ability of nurse practitioners to provide their full scope of services, thus limiting pa- 
tient access and incurring increased costs. Below are sections that we would appre- 
ciate having adjustments made that would clarify and strengthen our ability to pro- 
vide health care to the citizens of our Nation. An appendix of suggested language 
adjustments is attached. 

I. Preserving Patients’ Choice 

Many patients elect to see a nurse practitioner for their primary care. Certain sec- 
tions in this draft retain language that would obstruct patients from making that 
choice by referring to physician offices: 

Division A. Affordable Health Care Cboices, Title I, Subtitle C, Section 
122(b)(4) Essential Benefits Package (p 24) 

We would suggest adding “health care professional” to the list of allowable set- 
tings in the essential benefits package. This wording is consistent with (b)(3) of this 
section and the beginning of the sentence in (b)(4). 

Division B. Medicare and Medicaid Improvements, Title II, Subtitle B, Sec- 
tion 1221 Ensuring Effective Communication in Medicare (p 333-334) 

Nurse practitioners are major providers for the underserved populations, many of 
whom have language disparities. It is important that they be included in any feasi- 
bility studies for support for LEP activities, not just physician offices. We suggest 
adding practitioners (as defined by 1842(b)(18)(c). 

Division B. Medicare and Medicaid Improvements, Title II, Subtitle C, Sec- 
tion 1235 (p 362) 

It is important that nurse practitioners be authorized to sign orders for life sus- 
taining treatment. While the language in this section appears to be inclusive, the 
lack of specificity for who would be authorized to write this order is concerning. If 
the language in this section cannot be changed, we would request that the expecta- 
tion that nurse practitioners are among those authorized to sign such orders be in- 
cluded in report language. 

Title III, Division B, Section 1308(a)(4)(B) Coverage of Marriage and Family 
Therapist Services and Mental Health Counseling Services (p 414) 

We would suggest substituting the words “with other health care providers” in the 
title and in line 15, adding attending or primary care physician “or nurse practi- 
tioner,” since nurse practitioners are often a referring health care provider for mar- 
riage and family therapy and would be the attending or primary care provider for 
referred patients. 

Title III, Division B, Section 1308(a)(4)(B) Coverage of Marriage and Family 
Therapist Services and Mental Health Counseling Services (p 419) 

We would suggest substituting the words “with other health care providers” in the 
title and on page 419 in line 1, adding attending or primary care physician “or nurse 
practitioner,” since nurse practitioners are often a referring health care provider for 
mental health counseling and would be the attending or primary care provider for 
referred patients. 
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II. Ensuring That Proposed Programs and Studies Capture the Full Seope 
of Primary Care Services 

New health delivery and quality improvement models and studies of these models 
must include nurse practitioners in order to obtain an accurate picture of health 
care delivery in the United States. We are appreciative of the inclusion of Nurse 
Practitioners in the Medical Home proposals in this legislation, noting that nurse 
practitioners are uniquely equipped to handle the demands of a patient-centered 
care-coordination model. We ask that you incorporate the following additional 
changes in other proposed health care delivery models to include nurse practitioners 
as providers and that data is collected on the quality and efficiency of nurse practi- 
tioner care and used to further health care reform: 

Division B, Title III, Section 1301 Accountable Care Organization Pilot 
Program (p 368) 

Advanced Practice Nurses (APRN) need to be included in the piloting of this pro- 
gram. APRNs play a valuable role in cutting costs while providing quality health 
care. Nurse practitioners widely practice as primary care providers, often in under- 
served and rural areas with outcomes equivalent to their physician colleagues. 
APRNS need to be added to the word physician throughout this section and explic- 
itly referenced in report language for the Secretary. 

Division B, Title IV, Subtitle A, Section 1401 Comparative Effectiveness 
Research (p 429-430) 

Nurses and nurse practitioners are the backbone of the health delivery system, 
yet their representation is not evident in the proposals for comparative effective- 
ness. We recommend that practicing nurses, including nurse practitioners, be in- 
cluded in membership on the oversight commission described in this section. 

Division B, Title IV, Subsection C. Quality Measurements. Section 1441: Es- 
tablishment of National Priorities and Performance Measures for Quality 
Improvement (p 553) 

The need for all health care providers, including nurses and nurse practitioners, 
to participate in the development of national priorities and performance measures 
for quality improvement and data reporting is critical. We ask that emphasis be 
placed on that inclusion in the report language for this legislation. 

III. Program Savings 

We are particularly concerned about the section that speaks to a requirement for 
a face to face encounter with a physician in order to be certified eligible for home 
health care. This perfunctory and unnecessary activity is perpetuated by the fact 
that home health agencies cannot accept nurse practitioners’ referrals for home 
health care. Instead nurse practitioners must find a physician to authorize/certify 
their patients eligible for home nursing care, even though they can be the attending 
provider for that patient once the home care is certified. 

Division B. Medicare and Medicaid Improvements. Title VI, Subtitle C, Sec- 
tion 1639 Face to Face Encounter with Patient Required Before Physicians 
May Certify Eligibility for Home Health Services Under Medicare (p 633) 

This provision, as written, adds tremendous and unnecessary cost to the Medicare 
system which could be alleviated by authorizing home health agencies to accept cer- 
tifications from nurse practitioners and other qualified health care providers. We 
would recommend that in this section, nurse practitioners be authorized to certify 
patient’s eligibility for home care services, thus reducing the need for additional face 
to face encounters with physicians. If such a requirement is still necessary, then 
both physicians and nurse practitioners would be required to have a face to face en- 
counter with any patient they certify for home care services. This revision would re- 
duce costs tremendously, since nurse practitioners could certify patients eligible for 
home care at a lower reimbursement rate without requiring an additional unneces- 
sary encounter with a physician at a higher rate of reimbursement. 

IV. Assuring Access to Quality Health Care Providers 

We appreciate that the Tri-Committee has recognized that health care reform can- 
not focus solely on health care coverage. It is important that patients of all ages 
receive health care services from the providers of their choice. 

Division B. Medicare and Medicaid Improvements. Title I, Part 3, Subtitle C, 
Section 1152 (p 235) 

Bundling for payment for post acute care services must take into account fair pay- 
ment for services by a variety of providers. The proposed legislation states that 
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among the details to be considered in a post acute care payment reform is whether 
physician services should be included in the bundle. It is our recommendation that 
nurse practitioners be treated in the same manner as physicians in this payment 
plan. 

Division B, Title VIII, Part 3, Section 1825. Inclusion of Public Health 
Clinics Under the Vaccines for Children Program (p 697) 

The importance of immunizing children cannot be forgotten. Resources for pro- 
viding vaccines should be all inclusive in order to provide the best coverage possible. 
We therefore recommend that nurse managed clinics and school based clinics be in- 
cluded in this program as well as rural health clinics and public health clinics. 

Division C, Title II, Subtitle A, Chapter 1, Section 2201 National Health 
Service Corps (p 773 et seq) 

We wish to thank you for your support of additional funding for the National 
Health Service Corps (NHSC). The NHSC plays an essential role in bringing pri- 
mary care services to underserved areas. Many nurse practitioners and the commu- 
nities they serve have benefited from this program and with enhanced funding 
many more will be able to complete their educational programs and provide needed 
health care services. We would ask that in report language, HRSA be instructed to 
return to its original policy of allowing pediatric nurse practitioners to qualify for 
NHSC scholarships, as well as the loan repayment program. 

Division C, Title II, Chapter 2, Subpart XI, Section 2213 Training in Family 
Medicine, General Internal Medicine, General Pediatrics, Geriatrics and 
Physician Assistantship (p 745) 

Nurse practitioners are missing from this section that provides for the develop- 
ment of primary care training programs for physicians and physician assistants. As 
you know, nurse practitioners have a long and successful track record for serving 
as primary care providers. However, their funding source in Title VIII is often not 
realized and they can be overlooked when funding increases for primary care edu- 
cation are considered. We ask that Title VIII (42 U.S.C) be amended with the same 
language with reference to nurse practitioner preparation. 

Division C, Title XXXI, Subtitle C, Section 3131 Task Force on Clinical 
Preventive Services (p 805) 

The cornerstone of nurse practitioner practice is health promotion and disease 
prevention. Nurse practitioners have been demonstrated to be experts with highly 
successful outcomes in health promotion and disease prevention interventions. It is 
with this in mind that we recommend that nurse practitioners be included on the 
Clinical Preventive Services Task Force and on the Community Preventive Health 
Services Task Force. If language cannot be changed within the bill, then we highly 
recommend and request that this recommendation be made in report language. 

Division B. Medicare and Medicaid Improvements, Title VHI, Part 3, 
Access, NEW SECTION 1826 (end of p 697) 

Since its inception, nurse practitioners have been identified as primary care pro- 
viders at State’s discretion in the primary care case management program. This has 
led to barriers in recognition which could be resolved by including Section 2(a) of 
the Medicaid Advanced Practice Nurses and Physician Assistant Act of 2009 which 
will be reintroduced by Representative Olver. (See attached). 

We thank you for the opportunity to provide comment on the Tri-Committee Draft 
of the Health Reform Bill. We applaud your efforts and the constructive rec- 
ommendations being made in this bill to provide access to high quality, cost effective 
care to the citizens of this Nation. Nurse practitioners stand ready to help in this 
effort. We cannot do that, if barriers to practice and access are not removed. We 
thank you for the recommendations you are making and ask that you seriously con- 
sider the additional recommendations we are making in this letter and the attached 
Appendix of line changes. 

Sincerely, 

American Academy of Nurse Practitioners 
American College of Nurse Practitioners 
National Association of Pediatric Nurse Practitioners 
National Organization of Nurse Practitioner Facilities 



370 


Statement of Steve Slagle, Promotional Products Association International 

Chairman Rangel, Ranking Member Camp, and Members of the Committee, 
thank you for holding public hearings on this vitally important topic. 

My name is Steve Slagle, and 1 am President and CEO of the Promotional Prod- 
ucts Association International (hereinafter “PPAI”), the international trade associa- 
tion representing an industry comprised of over 22,000 promotional products compa- 
nies, many of whom are small businesses. 

Our members market logoed items (e.g., ink pens, coffee mugs, legal pad port- 
folios, USB thumb drives, PC mouse pads, etc.) to manufacturers of prescription 
drugs, as well as medical device and medical supply companies, who in turn, dis- 
tribute these logoed items to physicians as a form of advertising, not as gifts. Con- 
sequently, I write to you in opposition to the Physician Payments Sunshine Provi- 
sions in your proposed draft (i.e.. Division B, Title 111, Subtitle D, pages 560-575.). 

Specifically, PPAI objects to the “unreasonable” $5 de minimis exclusion 
contained in the draft proposal (Id. at 573). Conversely, PPAI supports a 
“reasonable” de minimis exclusion (e.g., $25) similar to the one proposed in 
the 110‘*' Congress stand-alone bill (i.c., H.R. 5605). 

As you know, these draft provisions require manufacturers and distributors of 
covered drugs, devices, biologicals, or other medical supplies under Medicare, Med- 
icaid, or CHIP, to report payments or other “transfer of value” to physicians and 
other health care entities. The intent of these provisions is to provide greater trans- 
parency of the financial relationships between physicians and drug and/or medical 
device/supply companies as such relationships may influence prescribing practices 
and/or research, which in turn, affects health care costs. 

The draft, as currently written, would require manufacturers of drugs, devices, 
biologicals or medical supplies to physicians to report payments or other transfers 
of value where the aggregate amount transferred exceeds $100 in a calendar year. 
Unfortunately, the draft does not provide a “reasonable” de minimis exclusion (e.g., 
$25) for each transfer of value. As a result, a logoed item valued at $5 or more must 
be tracked by our customers in order to determine when and if the $100 annual ag- 
gregate limit has been met, thereby triggering the reporting requirement. 

Although PPAI supports the intent of the proposed draft, our members are deeply 
concerned that this legislation will have the unintended and adverse economic im- 
pact on our industry by effectively restricting and prohibiting the distribution of pro- 
motional products to health care professionals. To avoid the administrative burdens 
of recordkeeping and reporting in order to comply with the mandate of these provi- 
sions, it is highly foreseeable that our customers (e.g., pharmaceutical companies, 
medical device and/or supply companies, etc.) will simply discontinue purchasing 
logoed items and shift their marketing budgets to other advertising mediums (e.g., 
print, radio, television, Internet, etc.). Again, promotional products are a form of ad- 
vertising and are not compensation, gifts, honoraria, etc. 

Logoed items of relatively nominal value (i.e., $25 or less) do not unduly influence 
professional behavior of health care professionals in the manner that this legislation 
is intended to curb. If so, then the solution to such behavior influences best lies in 
the ethics curriculum and training of medical students, as well as the continuing 
educational requirements of health care professionals. 

Promotional products are tangible forms of advertising that help keep the brand 
name in front of the recipient over time, reinforcing the advertising message with 
each use. Promotional products convey important marketing, advertising and com- 
munication messages and are no different from any other element in the advertising 
and marketing mix (e.g., television, radio, print mediums), except for the high mes- 
sage recall they deliver. 

This advertising medium is one of the most, if not the most, cost-effective methods 
for small businesses to market their products and services. Restricting their use re- 
sults in economic hardship for these small businesses and limits their ability to re- 
inforce personal relationships with their customers, clients and prospects. In this pe- 
riod of economic uncertainty, now is more important than ever for small businesses 
to provide a personal connection with their customers. 

Such a costly and administrative burden on our customers will cause them to dis- 
continue using promotional products as part of their advertising and marketing 
campaigns. This will have a lasting and devastating effect on the promotional prod- 
ucts industry. 

Without a reasonable de minimis exception (i.e., $25), this legislation will lead to 
severe job loss in the promotional products industry, as well as substantial business 
closings to companies that rely heavily on a customer base of prescription drug man- 
ufacturers, medical supply, and medical device companies. 
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Without including a reasonable de minimis exception (i.e., $25) in this legislation, 
Congress will actually add to the number of uninsured Americans by shrinking if 
not eliminating an industry made up of small businesses who actually provide 
health care to their employees, and who are already struggling to survive in this 
economic downturn. 

For the reasons stated above, PPAI strongly encourages you to amend the draft 
proposal by substituting a “reasonable” de minimis exclusion (i.e., $25) per transfer 
of value. Please note that an “unreasonable” de minimis exclusion (i.e., $5) would 
have an equally profound impact on promotional product companies as if there were 
no de minimis exclusion at all. 

Again, thank you for allowing the public to review and respond to your proposed 
draft. We hope that you will take our viewpoints into consideration as your prepare 
your actual legislation for introduction and legislative activity. 

If we can be of any assistance to you in this regard or otherwise, please do not 
hesitate to contact us. 


Statement of RNG Consulting, Inc. 

“An investment in knowledge always pays the best interest” — Benjamin Franklin. 

The purpose of this proposal is to introduce an alternative to the existing way in 
which health information is communicated to the patient. It should be emphasized 
that this proposal is meant to compliment doctor/patient interactions and not be 
viewed as an alternative to seeking personal medical treatment. The two areas of 
focus are as follows: 

• Preventative medicine: A focus on maintaining health vs. treating illness. 

• Disease state information: Assisting the patient in dealing with a diagnosis and 
information on avoiding further complications. 

The Internet is used by millions of people as a source of information. Often infor- 
mation dealing with health is not based upon evidence-based medicine. There are 
many sources that are unreliable. There are also many sources that are too tech- 
nical. Most of the information is in the form of the written word rather than the 
spoken word. This proposal is for RNG Consulting Inc. to develop a government- 
sponsored site that will provide patients access to reliable medical information. This 
site will use video format to relay information to patients to compliment doctor vis- 
its. These videos will be categorized by therapeutic area and include counselling by 
Medical Specialists. The Specialists will be thought leaders and effective commu- 
nicators in their area of expertise. Preventative and disease management informa- 
tion will be provided to the patient in a timely manner at a low cost. 

The way in which a family doctor communicates disease state information to a 
patient has many limitations, such as: 

• The doctor’s knowledge of and comfort with the condition. Medical information 
is changing at an increasingly rapid pace and not all doctors take advantage 
of continuing education programs. 

• The doctor’s ability to communicate in a way that educates and motivates the 
patient. The patient should leave the office feeling empowered and confident. 

• There are time limitations in the doctor’s office. A patient needs time and coun- 
selling to develop the skills needed to manage their condition. Physicians often 
do not have the time necessary to provide this information. 

• The patient may need several visits to absorb the information being commu- 
nicated. Emotions play a part when discussing health and often information 
must be repeated. 

The above limitations cost millions in health care dollars. Video-based information 
on the Internet will be cost effective. It will not require more spending. It will be 
smarter spending. Having an alternate, reliable source of information will allow 
physicians to spend more time on diagnosis and patient management. 

By implementing this form of communication, there will be immediate and signifi- 
cant reductions in health care costs. Ways in which savings could be realized are 
as follows: 

• Information communicated to the patient will be evidence-based. The cost of 
pursuing inaccurate, unsubstantiated information will be lessened. 

• Patients could obtain information immediately following diagnosis, thereby 
bridging the time it may take to personally see a Specialist. The patient would 
be better educated by the time they saw the Specialist and therefore be able 
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to have a more productive visit. They would be better prepared with appropriate 
questions. 

• Many patients are limited in their access to Specialists, depending upon where 
they live. High-quality information will be available without the cost of trans- 
portation and time spent in travel. Disease could be managed more efficiently 
and effectively. 

• An informed patient will be better equipped to avoid the complications of their 
condition and reduce costs associated with those complications. This supports 
the government priority to create incentives for people with chronic illnesses to 
receive treatment and help get people to focus on their own health. 

• The cost of repeated visits to the family doctor would be reduced. If information 
required by the patient was not recalled the first time it was delivered, the pa- 
tient could “revisit” the virtual Specialist. 

• Family doctors could also view the videos and increase their knowledge base 
and develop skills for motivating patients to manage their health. 

• Many websites are currently being managed by pharmaceutical companies, as- 
sociations, health care facilities etc. By streamlining the information, millions 
of dollars could be saved. This shared responsibility will reduce waste and en- 
courage care coordination. This would help save dollars and slow the rise in 
health costs. 

The time is right for this method of communication. We have seen the effective- 
ness of video presentations on the Health Reform website. When the President is 
speaking to the video camera, the public feels as if he is addressing them personally. 
The same result could be obtained with virtual visits to a Medical Specialist. 

The public is keenly aware of the need for Health Reform and the time is right 
to introduce alternatives to the way health care is currently being delivered. The 
White House paper stated “we can agree that if we want to bring down skyrocketing 
costs, we’ll need to modernize our system and invest in prevention.” Web-based vid- 
eos support these White House priorities. 

There is an aging population of baby boomers. This population is approaching a 
stage in life when health care needs typically increase. This population is familiar 
with the Internet and is information hungry. Web-based virtual physician visits will 
help contain increasing costs to the medical system. 

The website would be developed with a focus on the therapeutic areas that ac- 
count for the most visits to the doctor, i.e., blood pressure, arthritis, diabetes, etc. 

Using the example of diabetes, some of the current challenges are as follows: 

• The doctor may not have the time to explain what the diagnosis means and the 
severity of the complications if blood sugars are not controlled. The patient may 
suffer from fear and denial of the diagnosis. They may not understand that 
complications can be avoided if they aggressively manage their disease. They 
have questions that often require additional visits to the doctor. They may use 
the Internet as a source of information but may not visit reputable sites. 

• If a patient is referred to a Specialist, there could be wait times and limitations 
due to the cost and distance of travel. 

The alternatives, using web-based videos are as follows: 

• Immediately following diagnosis, the patient would have the opportunity for a 
virtual visit with the Specialist. 

• A Specialist is experienced in communicating with patients in an effective and 
compassionate manner. They encounter patient resistance on a regular basis 
and know how to overcome it. They are able to create a sense of urgency with- 
out scaring the patient. Family doctors would also be able to increase their 
knowledge base and communication skills by emulating the Specialists. 

• There would be links to lifestyle management (diet and exercise), specific infor- 
mation on disease management (proper blood glucose monitoring, appropriate 
use of prescriptions including insulin) and complications (foot care, eye health, 
kidney disease, cardiovascular disease, sexual health). A government-sponsored 
site would provide reliable, evidence-based medical information. 

• The patient is able to revisit the virtual Specialist as many times as necessary 
in order to gain a sound understanding of their disease. An educated patient 
will manage their diabetes more effectively, thereby limiting complications. 

Web-based video supports the following statement from the May 11/09 letter to 
the President from health care stakeholders . . . “Billions in savings can be achieved 
through a large scale national effort of health promotion and disease prevention to 
reduce the prevalence of chronic disease and poor health status, which ultimately 
leads to unnecessary sickness and higher health costs.” 
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In conclusion, our proposal will save millions of health care dollars, provide in- 
creased access to health information and disease prevention information and sup- 
ports the government’s goals for rapid, cost effective change in health care. 

RNG Consulting Inc. was founded in 2009. E. George Donaldson is the Director 
and Ruth A. Donaldson is the V.P. of Business Development. We have more than 
39 years of experience in the health care industry and have expertise in medical 
education, conducting medical advisory boards, patient support systems, sales and 
marketing. We have the experience, knowledge and passion that is necessary to im- 
plement this proposal. 


Statement of Rochelle J. Ascher, Executive Intelligence Review 

EIR, the magazine founded by Lyndon H. LaRouche, Jr., has done an extensive 
study of the proposals for health care “reform” being proposed by the Obama Admin- 
istration. As a result of our research, we have determined that the fundamental 
premises of the program, as represented by 0MB Chief Peter Orszag, his health ad- 
visor Ezekiel Emanuel, and the President himself, are identical to those which un- 
derlay the genocidal program for eliminating the “unrehabilitable sick” in the Hitler 
regime. 

A historical review documenting this analysis immediately follows. 

There can be no compromise with the premises of this program. If it is successful, 
it will lead to genocide, and not only in health care, since 0MB Chief Orszag has 
already announced that after health care, he intends to “reform,” (i.e. slash) Social 
Security next. Thus, as the first step to reversing direction, the Obama health plan 
must be totally scrapped. 

Instead, Congress must return to the policy laid out in the Hill-Burton Act of 
1946, which mandated the provision of the necessary logistical foundation — in terms 
of hospital beds and personnel — to ensure adequate medical care for the U.S. popu- 
lation. The Hill-Burton approach was essentially dumped in 1973, when a bipartisan 
grouping in Congress endorsed President Nixon’s legislation beginning the establish- 
ment of Health Maintenance Organizations, the for-profit institutions which now 
control the bulk of the health care provision for the American population. Under the 
HMO regime, the physical infrastructure required for the health of the American 
population has been slashed, and the quality of care as well. 

Lyndon LaRouche has repeatedly led the charge against the HMO wreckers, and 
in support of an updated Hill-Burton approach. In 1992, the Democrats for Eco- 
nomic Recovery/LaRouche in ’92 committee issued a 25-page pamphlet, “Solving the 
Health Care Crisis,” against the HMOs. In 1996, LaRouche led a campaign under 
the banner, “‘Managed Health Care’ Is a Crime Against Humanity.” In 2000, 
LaRouche’s political action committee issued a national 16-page dossier titled, “Ban 
the HMOs Now! Before They Get You and Yours,” providing draft legislation to re- 
voke the HMO enabling acts. LaRouche has also endorsed the single-payer plan put 
forward by Rep. John Conyers, as coherent with his approach. 

Today, there can be no more delay. The Nazi-like plan of cost-cutting against 
“useless eaters,” which the President has put on the table, must be dumped, and 
the Hill-Burton approach adopted, without delay. 

Hitler’s T4 Program Revived in Obama’s Health Care “Reform” 

In July of 1939, a conference of medical professionals was held in Berlin, Ger- 
many. Participating were the professors and chairmen of the departments of psychi- 
atry of the leading universities and medical schools of Germany, many of them, the 
most respected professionals in their fields. The subject? What would be the criteria 
for determining what patients would be considered to have “lives unworthy to be 
lived,” and what was the most “practical and cheap” manner of removing them from 
being burdens on the health care system — by death. 

Thus, the bureaucratic machine began to be cranked up for what is known as 
Adolf Hitler’s program of genocide through “euthanasia,” a program which killed 
hundreds of thousands of non-Jewish Germans, and eventually, millions of Jews and 
non-Germans as well. That program, which had already begun years before, against 
concentration camp inmates and handicapped children, was officially put into effect 
in October 1939, when Hitler penned his own personal, and secret, authorization for 
the program, under the title, “The Destruction of Lives Unworthy of Life”: 

“Reichsleiter Bouhler and Dr. Brandt are charged with the responsibility 
for expanding the authority of physicians, to be designated by name, to the 
end that patients considered incurable according to the best available 
human judgment of their state of health, can be accorded a mercy death.” 
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To carry out this program, Hitler and his fiendish Nazi associates would fully uti- 
lize the “professional” apparatus which had been put in place, as well as the pop- 
ular, British-eugenics-spawned ideology which had been increasingly dominant in 
Germany since Hitler seized power with the aid of powerful British-Wall Street fin- 
anciers. The killing would proceed with the utmost “cost-effectiveness” and profes- 
sionalism, in order to save funds for the Nazi state’s preferred projects, and not 
waste them on “ineffective” medical treatments. 

If that sounds familiar, it should. For the proposals which the Obama Administra- 
tion has currently put on the table, follow them in virtual lockstep: 

First, the “experts” decide what is “effective” care, with “cost-effectiveness” fore- 
most in mind, ruling out “inappropriate” treatments. 

Second, these standards become the law, in terms of what medical care will be 
paid for. 

Third, other experts efficiently implement those decisions, through the existing 
hospital apparatus. 

The result, as in Nazi Germany, is that millions are, with the stroke of a pen, 
consigned to death. 

The T4 Program 

The T4 program, which was established following Hitler’s secret order, took its 
name from its Berlin office address, Tiergarten 4, which address housed the coordi- 
nating organization for the program, the Reich Work Group of Sanatoriums and 
Nursing Homes. In charge were Philip Bouhler, Chief of the Chancellory, and Dr. 
Karl Brandt, Hitler’s personal physician and chief medical officer of the land. 

Their first task was to devise the questionnaires which would be used to cat- 
egorize the targetted institutionalized populations. Four categories were specified: 

1. Patients suffering from specified diseases who are not employable, or are em- 
ployable only in simple mechanical work. These included schizophrenia, epi- 
lepsy, senile diseases, therapy-resistant paralysis, feeble-mindedness, and the 
like. 

2. Patients who have been continually institutionalized for at least 5 years. 

3. Patients who are criminally insane. 

4. Non-German patients. 

While including these categorizations, the questionnaire overall gave the impres- 
sion of a rather neutral statistical survey, which also delved into the patients’ biog- 
raphies, their financial situations, and the like. (See |EIR|, June 5, 2009, page 12). 
It was accompanied by a questionnaire for the institution in which the patient was 
housed, which asked about staffing, beds available, and budgetary questions. A sig- 
nificant stress was also put on detailing the patients’ abilities to work. 

The first questionnaires went out in October 1939, the month Hitler signed his 
order, to State hospitals, and other public and private institutions where mental pa- 
tients, epileptics, the mentally retarded, and other handicapped persons resided. 
The responsibility for filling them out, often in a very short period of time, fell on 
the physicians at those institutions. 

The questionnaires were then sent to panels of three or four psychiatric experts, 
who indicated their opinion about whether the patient (whom they had never seen, 
much less examined, and whose medical history they were unfamiliar with) was to 
live or die. Each “expert” made his or her decision independently, and passed on 
the questionnaire to the next. 

The choice for the experts was effectively only one of two options: A plus sign in 
red, which meant death; or a dash in blue, which meant life. Occasionally, a psy- 
chiatrist would put a question mark in the space provided. 

The questionnaires were then sent to a chief expert, who passed the final judg- 
ment. At this “higher” level, there was no alternative other than life or death. In 
fact, the “senior expert” was not bound by the recommended decisions. From his 
judgment, there was no appeal. From that point on, it was merely a matter of send- 
ing back the decision to the relevant institution, where the final dispensation of the 
patient was carried out, and, if so ordered, sending him or her to one of the des- 
ignated “killing centers.” 

These centers were supervised by medical personnel, who oversaw the killing, and 
were responsible for devising the fraudulent death certificates which were sent to 
the families of those who had been determined to have lives “not worthy to be 
lived.” 
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Councils of Experts 

Shift now to today, where we are in the first phases of the Nazi euthanasia pro- 
gram (called “reform”) being promoted by the Obama Administration and its behav- 
ioral psychologist “experts.” It starts with the dictum that there are insufficient re- 
sources to provide medical care for all, especially those at the “end of life,” or not 
able to be “effectively” rehabilitated. In other words, the Nazi assumption that there 
are lives “not worthy to be lived” (or, not worth spending our money on, if you will). 
At least according to the priorities for spending which the Administration has set — 
i.e., the banks must be saved first. 

The second step is for the Administration to set up those “panels of experts” who 
will determine the criteria for who will get medical care, and who won’t. Already, 
the so-called Obama stimulus package has created one such panel, the Federal Co- 
ordinating Council for Comparative Effectiveness Research. This 15-member council 
is comprised of highly credentialed “experts,” many of them medical doctors, who 
are tasked with “coordinating research” on the relative values of treatments. While 
explicitly claiming that the Council will not directly pronounce judgments on treat- 
ments and payments, it is clear that the research that they are supervising is in- 
tended to do precisely that. 

Particularly ominous is the fact that one of the Council’s members. Dr. Ezekiel 
Emanuel, is trained in “bioethics,” a discipline dedicated precisely to determining 
criteria for deciding who should live, and who should die. Emanuel has a long his- 
tory of promoting policies of cutting “marginal” care, as well as promoting living 
wills. 

Crucially significant as well, is that Obama’s head of the Office of Management 
and Budget, Peter Orszag, has already set out his genocidal judgment that around 
30% of current health care services and procedures are unnecessary. 

The model for their work, as reflected in statements by many of the relevant offi- 
cials, is the British National Institute for Health and Clinical Excellence (NICE), 
the Orwellian-named agency which has central control over what medical care will 
be provided to British subjects within the British National Health Service. NICE’S 
directives have systematically denied Britons quality care, on the basis of its being 
“too expensive,” and have singled out, especially, the elderly, for being undeserving 
of intensive medical care. 

The Comparative Effectiveness Council is clearly only the beginning of the geno- 
cide — if this Nazi plan is not stopped cold. Let’s look at a number of other proposals. 
One has been made by former Sen. Tom Daschle, the man whom President Obama 
wanted to appoint Secretary of Health and Human Services, and special health czar 
in the White House (his appointment was derailed over tax problems). Daschle’s 
plan, as laid out in his 2008 book {Critical: What We Can Do About the Health Care 
Crisis), centers around the creation of an all-powerful Federal Health Board, which 
would be able to act (without political interference,) as the Federal Reserve does in 
the monetary system. 

Daschle’s Federal Health Board would have a board of governors (“clinicians, 
health benefit managers, economists, researchers, and other respected experts”) 
which would command a huge staff of analysts that would come up with policy 
diktats in the areas of health insurance and medical care. The board would deter- 
mine which treatments are, in its view, “the most clinically valuable and cost effec- 
tive.” They would promote “quality,” by “using evidence-based guidelines and cut- 
ting down on inappropriate care.” In addition, the Board would “align incentives 
with high-quality care,” an obfuscatory term which means paying doctors to keep 
costs down, and withholding payments for unapproved (read: “expensive”) proce- 
dures. 

Daschle calls the Federal Health Board a “standard setter,” but, in fact, it would 
become the dictator as to who lives, and who dies. 

Paralleling Daschle’s proposal is a piece of legislation which was introduced by 
Sen. Jay Rockefeller (D-W.Va.) on May 20. Rockefeller proposes that the Medicare 
Payment Advisory Commission (MedPAC, created in 1997), move beyond its current 
mandate to advise on rates of payment for the 44 million enrollees in Medicare, to 
set lists of approved treatment standards, and enforce compliance with regulations 
on health care delivery and reimbursement. Rockefeller’s press release states that 
he wants MedPAC to be made up of “independent experts,” as an “executive agency 
modelled after the Federal Reserve.” 

He adds: “We must take Congress out of its current role. ... It is inefficient and 
ineffective; we are not health care experts, and being a deliberative body means that 
we cannot keep pace with the rapidly transforming health care marketplace.” 

President Obama has personally expressed approval of this proposal, which he 
said would have already saved $200 billion, if the dictatorship had been in place. 



376 


Knew or Should Have Known 

When the Nazi doctors, and others, were tried for crimes against humanity and 
genocide at the Nuremberg Tribunal after World War II, many claimed that they 
only had the most noble intentions; others, that they were only following orders. In 
fact, they were wittingly serving as “expert” or bureaucratic cogs in a mass-murder 
machine, of whose outcome they were fully aware. 

While there is no doubt that the degeneration of our culture, in terms of the valu- 
ation of life, has proceeded quite a distance over the last decades, thus preparing 
our population to accept Nazi euthanasia today, the apparatus parallel to that 
which Hitler set up (can still be stopped! . It must be done now — before the medical 
and economic “experts” carry out genocide again. 

Appendix 

{The following draft legislation was put forward by Lyndon LaRouche’s 
Committee for a New Bretton Woods in May of 2000. 

It still forms the core of what must be done today.) 

The Proposed ‘Right to High Quality Health Care Act’ 
{Declaration of Purpose:) 

The purpose of this legislation is: (a) to affirmatively establish the right of every 
person to the highest quality health care available; (b) to abolish Health Mainte- 
nance Organizations, Managed Care Organizations, and the practice of managed 
care by health insurers; and (c) to reassert the principles of the Hill-Burton Act (42 
U.S.C. Section 291 et seq.) as the primary policy governing U.S. health policy. 

This Act is necessitated by the immediate crisis in the health conditions in the 
United States, where millions of citizens are denied access to necessary health care 
services due to the financial practices of Health Maintenance Organizations, Man- 
aged Care Organizations, the practice of managed care by health insurers, and the 
lack of adequate medical facilities in many communities in the country. This has 
created a health care emergency in the United States. 

Under the Preamble to the United States Constitution, the Federal Government 
is required to “promote the General Welfare,” thus necessitating immediate action 
by the Federal Government to address this health care emergency. 

The lack of access to adequate health care, and the practices of the Health Main- 
tenance Organizations and Managed Care Organizations, are in violation of Article 
26 of the Universal Declaration of Human Rights of the United Nations, and Article 
12 of the International Covenant on Economic, Social, and Cultural Rights, which 
establish the universal right to adequate health care, and require governments to 
take steps to assure access to quality medical care. The United States is a signatory 
to these declarations and covenants. 

The practice of den3dng needed medical treatment to certain persons in order to 
cause their death, was prosecuted as a crime against humanity by the United States 
in the post-World War II Nuremberg Tribunals. 

{Section 1) 

A. It is hereby established and affirmed that every person has a right to the high- 
est quality health care available. 

B. Any practices by health insurers, that deny any person the right to the highest 
quality health care available, for financial, or any other reasons, are hereby 
prohibited. 

{Section 2) 

A. 42 U.S.C. Section 300e, et seq., providing for the establishment and operation 
of Health Maintenance Organizations, is hereby repealed. 

B. It shall be unlawful to operate a Health Maintenance Organization, Managed 
Care Organization, or any health insurance program that practices managed 
care, or seeks to control costs by limiting necessary health care services pro- 
vided to patients. 

{Section 3) 

A. It is hereby reaffirmed that the provisions of the Hill-Burton Act, 42 U.S.C. 
291 et seq., are the governing principles for U.S. health care policy. 

Submitted by: 


Rochelle J. Ascher, 
(Executive Intelligence Reviewl 
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Letter by Ron Manderscheid 

Universal coverage is a foundational issue for national health reform. Currently, 
about 8 million children (10%) and 38 million adults (about 20% of those under age 
66) are without coverage. Up to another 20 million adults may be added to this 
group as a result of the current fiscal recession, although the American Recovery 
and Reinvestment Act of 2009 will offer this latter group some temporary relief. 

Underinsurance is also being considered. Most Americans have very little insur- 
ance coverage for health promotion or disease prevention interventions. Most also 
have very little coverage for substance use conditions. 

Without universal coverage to address the needs of those who are not insured or 
underinsured, large amounts are spent inappropriately each year on hospital emer- 
gency room visits. To demonstrate this contrast, a visit to a doctor may cost $100, 
while a visit to an emergency room may cost $1,000. Clearly, an insurance system 
that promotes the former is a better investment. 

Other features of national health reform being considered include creation of a 
medical home that would reduce care fragmentation; incorporation of public health 
measures that will address personal and population health promotion and disease 
prevention; and new financing strategies to pay for reform. 

Over the past several months, I have prepared a series of pieces on national 
health reform for The Manderscheid Report published by Behavioral Healthcare. 
These are identified below. 

I encourage the Committee to take positive action on National Health Reform, in- 
cluding prevention and care for mental and substance use conditions. 

Ron Manderscheid, Ph.D. 

Bloomberg School of Public Health 
Johns Hopkins University 

The Manderscheid Report in Behavioral Healthcare: 

• December 2008: Change is coming! 

We must ensure our agenda is on lawmakers’ radar. 

• January 2009: Aiming for a healthier population by 2020 

Moving our fields toward prevention, early intervention, and population health. 

• Online Exclusive January 2009: Making ‘health’ a noun 

• February 2009: Promoting universal coverage. 

Become an advocate for universal health insurance. 

• March 2009: Focusing on populations’ health. 

Population health insurance would focus on prevention instead of illness. 

• Online Exclusive March 2009: Celebrating 50 years of SRCMHS’ leadership and 

innovation. 

The annual conference always has been ahead of the curve. 

• April 2009: Stepping back from deinstitutionalization? 

The jury is still out, but new data show some disturbing trends. 

• May 2009: Time to stop being one-dimensional. 

We’re focused on disease while neglecting health. 

• Online Exclusive May 2009: A hearth for our health. 

Health promotion can be the ‘hearth’ within a medical home. 


Letter by Nancy Schwab, Wendy Warner, Bill Berlinghof, 
Catherine Borowiec, Mark Schmid, Connie Guldin, and Mike Fritz 

June 13, 2009 

To: Members of Congress 

We, the small business owners listed below, want you, our elected representatives 
in Congress, to know that the Health Savings Account program has been a tremen- 
dous value to our firms and our workers. We have been able to significantly lower 
our health care premiums from what was offered by other plans, improve our ben- 
efit package and help ourselves, our families and our employees to save for their 
health care needs. Also, our workers are now more involved in making their own 
important decisions about the health care they need for themselves and their fami- 
lies. 

Our agent, Ross Schriftman (who has his own H.S.A.) has informed us of the 
pending changes that are being proposed in the Senate Finance Committee and the 



378 


House Ways and Means Committee. These changes will restrict and possibly even 
eliminate our ability to offer the kind of health care benefits we have come to enjoy. 

Limiting contributions to the deductible will reduce the amount of money we and 
our staff can put aside to meet our long-range health care needs. This change will 
break the Administration’s pledge that people can continue to keep the same health 
plan they have under the health care reforms taking place. 

The proposed changes may also result in our employees paying taxes on contribu- 
tions made to their accounts. Why on earth would anyone in Congress want to do 
this to American workers? 

Requiring us to substantiate what our workers use their funds for will put tre- 
mendous administrative burdens on our small firm and create an unfavorable rela- 
tionship with our workers who don’t want us watching over their shoulders con- 
cerning their own personal savings accounts. Please don’t put us in such a difficult 
position. 

We can not afford to go back to higher premium plans so we may be forced to 
drop our health plans. This will result in more people having to rely on whatever 
government programs are available for their health care or go without health insur- 
ance. We know that this is not the intention of the President or of Congress. 

Please do not change what is working. Allow us to continue to enjoy the health 
benefits that we have. 

Thank you for your consideration. 

Sincerely, 

Nancy Schwab, Owner 
The Artful Framer and Westside Gallery 

Dr. Wendy Warner, OBGYN, Owner 
Medicine in Balance 

Bill Berlinghof, Owner 
Renaissance Ceramic Tile and Marble 

Catherine Borowiec, Secretary ITreasurer 
Neurotech Solutions, Inc. 

Mark Schmid, Owner 
Penn Turf Management 

Connie Guldin 
Guldin Painting 

Mike Fritz, Manager 
A.T. Cigars, Inc. 

P.S. Attached is Ross’ written testimony to the PA House Insurance Committee 
several years ago demonstrating the following of H.S.A. for the average American 
worker and the potential increased revenue that the Federal Budget can realize 
when employers switch to these lower-cost plans. 


Statement of The Alliance for Academic Internal Medicine 

The Alliance for Academic Internal Medicine (AAIM) — the organization that rep- 
resents program directors, administrative leaders, and faculty and staff responsible 
for the training of over 22,000 residents and almost 10,000 fellows in the specialties 
of internal medicine — would like to thank the House Committee on Ways and 
Means for the opportunity to submit this statement for the record. 

For the past several months, congressional Committees, including the House Com- 
mittee on Ways and Means, have worked tirelessly to research and evaluate poten- 
tial solutions to solving the problems behind the Nation’s desperate need for health 
care reform. Achieving affordable, accessible, and high-quality health care is at the 
core of the reform debate. However, in order to fully and effectively implement any 
potential health care reform policy, it is necessary to recognize the severe physician 
shortage the United States currently faces, particularly in primary care. 

According to the Association of American Medical Colleges, by 2025, there will be 
a shortage of at least 124,000 physicians by baseline projections. The physician pop- 
ulation in shortest supply is primary care physicians. The shortage will continue to 
worsen as the demand for primary care physicians increases far more rapidly than 
the supply under current standards. 



379 


Primary care physicians are critical to the health care delivery system and the 
health and wellness of the Nation. They are the “first contact” physicians respon- 
sible for providing comprehensive, coordinated, and continuous care for a patient’s 
health care needs. Services provided by a primary care physician include care for 
all stages of life, acute care, chronic care, preventive service, and end-of-life care. 

In response to a projected physician workforce shortage, AAIM recommends: 

• Strategically increasing the number of Medicare-funded positions for primary 
care specialties to adequately meet the Nation’s health care needs. For these 
new positions. Medicare should support the entire duration of training, which 
is typically 3 years (or 4 years for combined programs such as internal medi- 
cine-pediatrics). In addition, AAIM believes new primary care slots should be 
added in geographic areas of demonstrated need. Ultimately, all health care in- 
surers should have a role in explicitly contributing to GME funding. 

• Enhancing the attractiveness of primary care careers by altering the physician 
reimbursement system, increasing job satisfaction for current and future pri- 
mary care practitioners, providing incentives for geographic distribution of pri- 
mary care physicians to areas of greatest need, and applying innovations to 
educational models. 

• Increasing efficiency in the health care delivery system by broadening the use 
of electronic health records (EHRs) and other advances in health information 
technology and capitalizing on the use of physician extenders. Additional op- 
tions for improving health care delivery should be considered. 

• Without a robust and equipped primary care physician workforce, the Nation’s 
health care system will become increasingly fragmented and inefficient. As a re- 
sult, access to high-quality and affordable health care will not be possible. The 
Nation’s health and pocketbooks cannot afford to suffer any longer. 


Statement by Cori E. Uccello, American Academy of Actuaries 

Chairman Rangel, Ranking Member Camp, and distinguished Members of the 
Committee: 

As Congress examines the details of proposals to reform the health system, the 
American Academy of Actuaries’ ^ Health Practice Council appreciates this oppor- 
tunity to submit written testimony outlining the key issues that need to be consid- 
ered when evaluating whether a reform proposal will lead to a viable health insur- 
ance system. 

The Academy’s Health Council has identified three key criteria for whether par- 
ticular reform approaches will lead to a sustainable health care system with in- 
creased access to affordable health insurance. In particular: 

• Eor insurance markets to be viable, they must attract a broad cross section of 
risks; 

• Market competition requires a level playing held; and 

• Eor long-term sustainability, health spending growth must be reduced. 

This statement provides the considerations underlying each of these key factors 
as well as comments on whether the provisions in the Tri-Committee health reform 
draft proposal conform with these criteria. 

Insurance Markets Must Attract a Broad Cross Section of Risks 

For health insurance markets to be viable, they must attract a broad cross section 
of risks. In other words, they must not enroll only higher-risk individuals; they must 
enroll people who are lower risks as well. If an insurance plan draws only those 
with higher than average expected health care spending, otherwise known as ad- 
verse selection, then premiums will be higher than average to reflect this higher 
risk. Adverse selection is a byproduct of a voluntary health insurance market. Peo- 
ple can choose whether or not to purchase insurance coverage, depending in part 
on how their expectations for health care needs compare to the insurance premium 
charged. The higher premiums that result from adverse selection, in turn, may lead 
to more lower-risk individuals opting out of coverage, which would result in even 
higher premiums. This process is typically referred to as a premium spiral. Avoiding 


1 The American Academy of Actuaries is a 16,000-member professional association whose mis- 
sion is to serve the public on behalf of the U.S. actuarial profession. The Academy assists public 
policymakers on all levels by providing leadership, objective expertise, and actuarial advice on 
risk and financial security issues. The Academy also sets qualification, practice, and profes- 
sionalism standards for actuaries in the United States. 
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such spirals requires minimizing adverse selection and instead attracting a broad 
base of lower-risk individuals, over which the costs of higher-risk individuals can 
be spread. Attracting healthier individuals will ultimately help keep premiums more 
affordable and stable. 

How the various rules and regulations that apply to health insurance markets are 
defined can affect the degree of adverse selection. In particular, guaranteed-issue 
provisions, which prohibit insurers from den3ring coverage based on health status, 
can exacerbate adverse selection concerns by giving individuals the ability and in- 
centive to delay purchasing insurance until they require health care services. Like- 
wise, limiting or prohibiting premium variations by health status or other character- 
istics correlated with health spending can raise the premiums for younger and 
healthier individuals, relative to what they would pay if health status could be used 
as a rating factor. This could cause younger and healthier individuals to opt out of 
coverage, leaving a higher-risk insured population. 

Increasing overall participation in health insurance plans, especially among lower- 
risk individuals, could be an effective way to minimize adverse selection. One way 
to achieve higher participation is to require individuals to have insurance coverage. 
Other types of incentives are also available to increase participation, including: lim- 
iting open-enrollment periods with penalties for delayed enrollment, subsidizing pre- 
miums, and instituting automatic enrollment (i.e., opt-out rather than opt-in provi- 
sions). The Medicare program includes some of these incentives. Nevertheless, an 
effective and enforceable individual mandate would likely achieve higher participa- 
tion rates than these types of voluntary incentives. To be effective, however, pen- 
alties (or incentives) associated with an individual mandate need to be meaningful 
relative to the premium levels. 

Relevant Provisions in the Tri-Committee Health Reform Draft Proposal 

The Tri-Committee health reform draft proposal contains many provisions that 
would impact the extent to which insurance markets would attract a broad cross 
section of risks. The proposal would require guaranteed issue and renewal for all 
health insurance coverage and would also limit premium variations to reflect age, 
geographic area, and family size. Furthermore, any premium variations by age 
would be limited to a 2-to-l ratio between the highest and lowest premiums. 

Implementing these changes without making other changes to the incentives to 
purchase insurance coverage would exacerbate the extent of adverse selection, espe- 
cially in the individual health insurance market. Individuals with higher than aver- 
age health needs would be more likely to purchase coverage, while those with lower 
than average health needs would be more likely to forgo coverage, and the result 
would be higher premiums on average, relative to current premiums. 

However, the draft proposal also contains incentives for lower-risk individuals to 
purchase coverage. In particular, the proposal would require that individuals obtain 
coverage or pay a financial penalty of up to 2 percent of adjusted gross income. Em- 
ployers would be required to offer and contribute to coverage for their employees 
or pay a fee based on 8 percent of payroll. In addition, premium subsidies would 
be available for low-income individuals and families to purchase coverage as well 
as tax credits to certain small businesses. 

The premium subsidies and coverage mandate would help to mitigate adverse se- 
lection arising from more restrictive issue and rating rules. It is important to recog- 
nize, however, that the impact of such requirements would vary across States, de- 
pending on their current market rules. For instance, in States that allow under- 
writing and premium variations by health status, the uninsured population may be 
less healthy, on average, than the insured population. Moving to guaranteed issue 
and prohibiting premium variations by health status would result in increased cov- 
erage among the less healthy population, potentially raising average premiums. The 
individual mandate would help moderate premium increases by ensuring that the 
healthy maintain (or obtain) coverage in those States. 

In contrast, in States that already prohibit underwriting and limit premium vari- 
ations by health status or other factors that are correlated with health spending, 
the uninsured population may be healthier, on average, than the insured popu- 
lation. The individual mandate would increase the participation among lower-risk 
individuals, potentially lowering average premiums in those States. 

The effect of reform options, generally, on States with high-risk pools can also be 
complicated by whether the high-risk pool enrollees are incorporated into the indi- 
vidual market or whether the high-risk pools remain in place, even temporarily. Ac- 
cording to the National Association of State Comprehensive Health Insurance Plans 
(NASCHIP), as of December 2007, 34 States had high-risk pools enrolling about 
200,000 individuals in the aggregate. These high-risk pools act as the insurer of last 
resort for otherwise uninsurable individuals, and the eligibility rules, covered bene- 
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fits, cost-sharing requirements, plan administration, and funding can vary consider- 
ably by State. Premiums for individuals are typically capped at a certain percentage 
above the individual market premium for a similar benefit package, and the remain- 
der of the cost is funded by the State. The Tri-Committee draft proposal indicates 
that individuals in State high-risk pools could potentially qualify as meeting cov- 
erage requirements. However, States may choose to discontinue their high-risk pools 
after the implementation of comprehensive national reform. 

The impact of an individual mandate can also vary by when it is implemented, 
compared with other market reforms. The Tri-Committee’s draft proposal does not 
explicitly specify the timing of the implementation of the individual mandate com- 
pared with the imposition of guaranteed issue and modified community rating rules. 
To help ensure the enrollment of low-risk individuals, thereby minimizing adverse 
selection, it is important that the individual mandate be imposed in conjunction 
with the move to stricter issue and rating rules, not after. 

With respect to the degree of premium rate compression required in the draft pro- 
posal, achieving universal coverage through coverage mandates or other means re- 
duces or eliminates altogether adverse selection in the health system as a whole by 
age, health status, and other characteristics that are correlated with health spend- 
ing. If universal coverage could be achieved, it would be less necessary, from a plan 
solvency standpoint, to vary premiums by risk characteristics. The question of now 
to distribute the costs across the population would then become an issue of bal- 
ancing the tradeoffs between individual financial equity and social equity. The draft 
proposal prohibits any premium variations except for those by age, geographic area, 
and family size. Moving to a narrow limit on premium variations by age, such as 
the proposed 2-to-l limit, could result in dramatic premium changes, compared to 
what individuals are facing currently. In particular, younger individuals in States 
that currently allow underwriting and wider premium variations by age could see 
much higher premiums than they face currently (and may have chosen to forgo). 
The premium may also be high compared to the penalty of 2 percent of adjusted 
gross income, potentially reducing the effectiveness of the individual mandate. A 
broader allowable range in premium variations by age may cause less disruption, 
especially for younger individuals. 

Even if adverse selection is minimized in the health insurance system as a whole, 
some insurance plans could end up with a disproportionate share of high-risk indi- 
viduals. One way to avoid adverse selection between plans is to ensure that all 
plans competing for the same participants operate under the same rules. An issue 
particularly relevant to this discussion relates to whether large groups would be eli- 
gible to purchase coverage through the Health Insurance Exchange. According to 
the draft proposal, initially only individuals and the smallest firms would be allowed 
to purchase through the Exchange. In subsequent years, however, larger firms 
would be allowed to purchase through the Exchange. An adverse selection concern 
arises if eligibility for the Exchange is extended to large firms which would normally 
self-insure. In particular, large firms with higher than average health spending 
could potentially benefit by joining the Exchange, whereas firms with lower than av- 
erage health spending would continue to self-insure. Such adverse selection would 
increase the average premiums for those in the Exchange. It may be more appro- 
priate to limit eligibility for the Exchange to firms that would not normally self-in- 
sure. 

Another issue related to potential adverse selection between plans is that plans 
could be at risk for financial losses if they enroll a disproportionate share of partici- 
pants with above average health spending, especially when premiums are not al- 
lowed to vary by health status or other risk factors. Such threats to a plan’s finan- 
cial health could provide insurers an incentive to develop strategies to avoid enroll- 
ing less healthy individuals. To avoid these incentives and help ensure plans receive 
payments that are adequate relative to the risks they are bearing, the draft pro- 
posal includes a risk adjustment mechanism to adjust plan payments to take into 
account the health status and other risk characteristics of plan participants. This 
would help minimize the impact of adverse selection between plans in the Exchange. 
Nevertheless, it is important to recognize that risk adjustment mechanisms cannot 
fully mitigate the impact of adverse selection. In addition, some type of reinsurance 
mechanism could limit insurers’ downside risk by protecting against unexpected 
high-cost claims. 

Market Competition Requires a Level Playing Field 

For health insurance markets to be viable, plans trying to enroll the same partici- 
pants must operate under the same rules, if one set of plans or insurers operate 
under rules that are more advantageous to high-risk individuals, then they will mi- 
grate to those plans; lower-risk individuals will migrate to the plans more advan- 
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tageous to them. In other words, the plans that have rules more amenable to high- 
er-risk individuals will suffer from adverse selection. Over time, the premiums for 
these plans will increase to reflect this, leading to more adverse selection and 
threatening the viability of those plans. 

For example, if a regional health exchange or connector is created, and plans are 
offered inside and outside the exchange, the rules governing plans inside and out- 
side of the exchange need to be the same. Otherwise either the plans inside the ex- 
change or outside the exchange could get a disproportionate share of higher-risk in- 
dividuals, depending on which set of plans is subject to rules that are more advan- 
tageous to those in poorer health. Level playing field issues arise not only with re- 
spect to health insurance exchanges, but also if insurance is allowed to be purchased 
across State lines or if a public plan option is offered alongside private plans. 

From an actuarial perspective, creating a fair and competitive marketplace re- 
quires several elements. 

• All plan options must operate under the same rules. The issue and rating rules 
as well as any benefit package requirements must be the same for all health 
plans. In addition, any premium subsidies must be available for all plan options 
and any default enrollment mechanisms need to allocate eligible participants 
between all participating plans. Adhering to the same rules and regulations will 
help minimize selection between the plans, and will help ensure competition is 
based on efficiencies and quality of care rather than on differences in enrollee 
risk characteristics. 

• Premium rates must be actuarially sound. Premiums must be adequate to cover 
claims incurred, all related operating expenses, cost of capital charges and a 
risk charge. To ensure plan solvency in the event that plan expenditures exceed 
premiums, private plans are required to carry capital/surplus (an excess of as- 
sets over liabilities) to cover potential deficits and to fund major investments 
in support of infrastructure. Premiums include a risk charge to absorb minor 
adverse fluctuations in claims and/or expenses from expected, and to accumu- 
late target surplus (that is, a level of surplus appropriate to the risk). The dan- 
ger of not having such mechanisms is that deficits in any given year would 
cause increases in premiums needed in subsequent years, above those needed 
due to increased health spending. Capital charges reflect the cost of obtaining 
operating capital. 

To ensure that any public plan premiums are self-supporting, and not reliant on 
general tax revenues, deficit spending, or intergenerational transfers, the public 
plan should include both a risk charge and a premium rate stabilization fund. 
Under this approach, public plan premiums would include capital charge and risk 
charge mechanisms to pay for the cost of capital and to fund a stabilization fund. 
A risk charge may look like a profit, but it is actually a cost of doing this business. 

• Provider payments must be comparable for all plans. This is a particular issue 
if a public plan option is available. Setting a public plan’s provider payment 
rates dramatically lower than those for private plans could help control plan 
costs, but could also result in cost shifting to private plans and reduced access 
to providers. Public plan provider pa3mients should be set to balance the trade- 
offs between ensuring adequate access to care and controlling plan costs. 

• Any State requirements must apply equally to all participating plans. States 
place a variety of other requirements on private health plans, and these would 
need to also apply to a public plan option for the playing field to remain level. 
For instance, many States assess health plans to fund high-risk mechanisms, 
regulatory activities, and guarantee funds. States also require a variety of other 
nonbenefit requirements on health plans, ranging from consumer protections to 
market conduct examinations and audit and actuarial certification require- 
ments. These requirements would need to apply to all participating plans, 
whether private or public, as appropriate. 

Relevant Provisions in the Tri-Committee Health Reform Draft Proposal 

The Tri-Committee health reform draft proposal would establish a Health Insur- 
ance Exchange, and would create a new public plan option to be offered through the 
Exchange. Individuals would be able to purchase qualified coverage through the Ex- 
change, and the ability for employers to purchase coverage through the Exchange 
would be phased in gradually by employer size, beginning with the smallest employ- 
ers. Except for grandfathered coverage, qualified health insurance coverage would 
no longer be available in the individual market outside of the Health Insurance Ex- 
change. 
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The public plan would need to follow the same market rules and benefit require- 
ments that apply to private plans. Although the stated intention of the public plan 
option is for it to be self-sustaining through premiums, it is unclear whether the 
draft proposal’s provisions would ensure that. The draft reform proposal states that 
the premium rates shall include a contingency margin. But if this margin includes 
only a risk charge and not a capital charge, any ongoing costs of capital will not 
be reflected in the premium. In addition, the creation of a rate stabilization fund 
is not included in the draft proposal. 

The public plan option would also undermine the level playing field requirement 
that provider rates be comparable to the rates used by private plans. The draft pro- 
posal specifies that provider payments in the public plan would be set at Medicare 
rates (with 5 percent bonuses for certain providers), at least initially. This would 
create serious concerns regarding cost shifting to private plans as well as access to 
care issues for those enrolling in the public plan if providers refuse to see patients 
at the reduced rates. Even the largest private health insurance plans have commer- 
cial provider contracts significantly higher than 5 percent above Medicare rates, in 
almost all geographic markets. 

For Long-Term Sustainability, Health Spending Growth Must Be Reduced 

According to National Health Expenditure data from the Centers for Medicare 
and Medicaid Services, health care spending increased 6.1 percent in 2007. Al- 
though this is the lowest growth rate in a decade, it far exceeds the general rate 
of inflation, and exceeds the growth in the overall economy as well. If health spend- 
ing continues to grow at this pace, as projected, health insurance premiums will 
continue to increase as well. Unless health care costs are controlled, efforts to 
achieve universal coverage could be undermined. Reining in health insurance pre- 
miums in the near term will be meaningless if rising health spending returns pre- 
miums to their original levels within a few years and continues to rise rapidly there- 
after. To have the potential for sustainable success, health reform proposals need 
to include mechanisms that will control the rate of health spending growth. And be- 
cause there is mounting evidence that the money being spent for health care is not 
providing enough value and that the vast variations in health spending across the 
country aren’t correlated with variations in health care outcomes, spending growth 
should be addressed within the context of quality and value reforms. 

Several factors contribute to the growth in health spending, and there are options 
to address many of them, each offering promising opportunities to improve quality 
while reducing costs. The introduction of new technologies and treatments can in- 
crease health care spending by increasing utilization, particularly of higher-inten- 
sity services. More comparative effectiveness research should be conducted to better 
ensure that new technologies and treatments truly add value over their added costs. 
Another driver of health spending growth is the misalignment in current provider 
payment systems between provider financial incentives and the goal of maximizing 
the quality and value of the health care provided. Instead, the most common pro- 
vider payment mechanisms reward more care, and more intense care. Restructuring 
provider payment systems could result in more coordinated, cost-effective, and high- 
er-quality care. 

Comprehensive insurance benefits, by lowering the cost of care to the insured, can 
also result in increased utilization of health care services. Although some utilization 
increases are for necessary care, some are for care that is unnecessary or of limited 
benefit. Plan design features such as cost-sharing requirements can be used to en- 
courage more effective use of health care services. However, any incentives to make 
insureds, particularly those with chronic conditions, more sensitive to benefit costs 
should be balanced so that individuals are not discouraged from seeking needed 
care. Value Based Insurance Design (VBID), a relatively new concept in insurance 
benefit design, attempts to better target cost-sharing requirements so they more ef- 
fectively encourage needed care, yet discourage unnecessary care. 

Relevant Provisions in the Tri-Committee Health Reform Draft Proposal 

The Tri-Committee health reform proposal includes provisions that would shift 
the health care payment and delivery systems from rewarding quantity of care to 
rewarding quality of care. The proposal includes many cost containment and quality 
improvement strategies focused on the Medicare program and the public plan op- 
tion, including provider pa 3 Tnent and delivery system reforms that provide incen- 
tives for coordinated and cost-effective care. A comprehensive and coordinated ap- 
proach to addressing quality and costs is needed to fundamentally transform the 
health system to ensure its long-term sustainability. 



384 


Conclusion 

The American Academy of Actuaries’ Health Practice Council has identified three 
key considerations that are vital when determining whether particular reform ap- 
proaches will lead to a sustainable health system with increased access to affordable 
health insurance. In particular, for insurance markets to be viable they must attract 
a broad cross section of risks; market competition requires a level pla 3 dng field; and 
for long-term sustainability, health spending growth must be reduced. As Congress 
moves forward on a health reform proposal, it should ensure that its provisions ad- 
here to these criteria. 


Statement of the ERISA Industry Committee 

The ERISA Industry Committee is an association committed to the advancement 
of the employee retirement, health, incentive, and welfare benefit plans of America’s 
largest employers. ERIC’s members provide comprehensive health benefits directly 
to some 25 million active and retired workers and their families. ERIC has a strong 
interest in proposals that affect its members’ ability to continue to deliver high-qual- 
ity, cost-effective benefits. 

We must change the way we pay for and deliver health care in the United States. 
Reining in health care costs is absolutely essential to this country’s future economic 
success. ERIC strongly supports reforms to the Nation’s health care system that will 
increase its efficiency, reduce costs, and extend health care coverage to those who 
are uninsured or underinsured. 

ERIC has thought deeply about this subject. In 2007, we released A New Benefits 
Platform for Life Security that lays out our vision of a conceptual framework for 
overhauling our national approach to providing health and retirement security. 
Many of the positions we staked out in this Platform have been incorporated into 
proposals currently under consideration in Congress. 

Three basic principles are of fundamental importance to change and must be con- 
sidered as we move forward. 

1. Do no harm. The current voluntary employment-based system provides health 
coverage to 170 million people, about 61% of the non-Medicare population. This 
system has served both employers and employees well. Employers have the flexi- 
bility they need to tailor their plans to the needs of their workforce while also 
aggressively pursuing the innovative changes that have led to substantial ad- 
vancements in so many arenas, including the fields of wellness and prevention. 
Employees strongly support their employer provided benefits and benefit signifi- 
cantly from this system. They enjoy access to high-quality care with guaranteed 
issue, limited preexisting condition exclusions, a uniform premium structure, and 
the other advantages afforded participants in the large risk pools of group plans. 
Any health care reforms should build on the strengths of this system. 

2. Control costs. The relentless increases in the cost of health care threaten the 
viability of U.S. corporations in a global economy, while the upward spiral in the 
costs of Medicare and Medicaid threatens our national solvency. In addition, a 
substantial portion of the health care we now consume, perhaps as much as 20% 
to 40%, has no value. The centerpiece of health care reform must focus on reduc- 
ing these costs. Reform that fails to focus on cost control will not only ultimately 
prove ineffective but will undermine health care coverage. 

3. Expand access. Forty-sevem million Americans do not have adequate access to 
health care. Of those, approximately half are unable to afford coverage. History 
will not judge kindly an affluent society that ignores this problem. We must re- 
member, however, that inadequate access is aggravated, if not caused, by the 
high level of cost. Our effectiveness in solving the access problem depends on re- 
straining the growth of health care costs. 

With these foundation principles in mind, we lay out what ERIC can support in 
a responsible health care reform initiative: 

1. ERIC strongly supports a competitive, pluralistie health care system in 
which employers and individuals have choices among several health plans that 
compete on the basis of quality, cost, and effectiveness. There is an urgent need 
to eliminate the significant waste in the current health care delivery system, es- 
tablish a foundation for responsible cost management in the future, and system- 
atically ensure quality health care for all Americans. Too many reforms pursued 
in the past have made changes at the edges of health care delivery when funda- 
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mental structural changes are needed. ERIC believes that a properly designed, 
responsibly regulated pluralistic system will be able to correct the deficiencies in 
the current system and produce significant improvements in costs, quality, and 
access. 

2. ERIC’s New Benefits Platform supports the establishment of an insurance ex- 
change or gateway that provides a fair and equitable method for the distribu- 
tion of insurance products. If exchanges are established, they should follow uni- 
form national standards. 

3. Employers should be given broad flexibility regarding how they choose 
to provide health benefits to their employees and their families but 

should be protected from systematic adverse selection by the plans in the ex- 
change. Employers should be given the option of choosing to continue in the cur- 
rent system and arrange for and sponsor their own health plan alternatives. At 
the same time, employers should have the flexibility to provide financial re- 
sources to their employees to purchase health plans through the insurance ex- 
change from among competing health plans. The employer should not be required 
under any circumstance to provide financial resources to employees to purchase 
insurance through an insurance exchange when the employer has chosen to con- 
tinue in the current system. To allow this would create systematic adverse selec- 
tion problems that could ultimately result in the demise of the employer-based 
system. This is inconsistent with the stated objectives of the President to support 
the continuation of the current system. 

4. Incentives in the eurrent finaneing system must be changed from risk 
avoidance to responsible cost management. The foundation principle of a 
fair and equitable financing system for health care must be that the cost of dis- 
ease and injury must be distributed across all plans offered through the ex- 
change. In the end it is the expectation that health plans offered through the ex- 
change should be strongly incentivized to differentiate their products and pre- 
miums based on efficiencies generated by better administrative practices derived 
from improved pajnnent systems, disease management, utilization management, 
case management, lifestyle management and other innovative initiatives de- 
signed to lower cost, increase quality and improve accountability. Large employer 
plans have pursued these goals with notable success. 

5. Transparency and accountability of both providers and health plans 
must be improved. 

• There has been much discussion on the need for better provider transparency 
in terms of both cost and quality. We are fully supportive of these initiatives. 

• There has been less discussion about the need for better health plan trans- 
parency and accountability. It is widely recognized that the practices of some 
private health plans create an enormous frustration to both consumers and 
providers of health care. Medicare does provide a good example of more con- 
sistent administration of health plans. In a restructured system, it will be im- 
portant to establish mechanisms where there can be standardization and full 
transparency of administrative practices of health plans that are offered 
through the exchange. This might include disclosure of health expense load- 
ings, the number and cost of denied claims, the efficiency of claims administra- 
tion and other administrative practices, and consumer assessments of each 
health plan. 

6. ERIC strongly supports payment reform. There is strong evidence that finan- 
cial incentives must drive the changes that are desired. President Obama’s Budg- 
et Director, Peter Orszag, recently stated that, for example, “nearly 30% of Medi- 
care’s cost could be saved without negatively affecting health outcomes if spend- 
ing in high and medium cost areas could be reduced to the level in low cost 
areas.” In both the private and public sectors, we must stop rewarding providers 
for doing more and instead incentivize them to provide high-quality health care 
that delivers true value to the American consumer. It is irresponsible to perpet- 
uate a system in which between 20% and 40% of the health care delivered has 
no value. Payment reform is essential to this objective. 

7. Every citizen should be required to obtain health care coverage, with standards 
established at the Federal level. Because a significant portion of the popu- 
lation is unable to afford adequate coverage, ERIC would support subsidies to as- 
sist financially disadvantaged individuals. 

We must also call attention to the areas in current legislative proposals where the 

“Do no harm” principle is most at risk. 
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Taxation of Benefits 

Several proposals have been made to curtail the favorable tax treatment for em- 
ployees of employer-provided health benefits. One proposal would eliminate the ex- 
clusion entirely. Others would impose a cap based on the value of health insurance, 
an individual’s income, or a combination of the two. 

ERIC has serious concerns with limiting the ability of an employee to exclude 
from income the value of employer-provided health insurance. If this exclusion were 
curtailed, many large employers would follow one of two approaches. Some would 
redesign their plans to meet the new cost standard in the legislation, below which 
taxation would not be imposed. This would necessarily mean that their employees 
would be provided with less generous health coverage. 

Other employers would choose to keep their existing plans; if the value of the plan 
exceeded the standard in the legislation, employees would face taxation on the “ex- 
cess” value. If this were to occur, employment-based insurance would suffer. Young, 
healthy employees would either seek to exit their employers’ plans in search of 
cheaper coverage rather than pay taxes on a more expensive plan or pressure their 
employers to reduce coverage. If younger workers sought cheaper coverage else- 
where, an employer plan that once had a favorable and balanced risk pool would 
now be left with an older, sicker, more costly population whose premiums would 
eventually become unsustainable. Loss of a large, viable risk pool would greatly di- 
minish an employer’s ability to offer efficient and innovative health care coverage 
to its employees. As the cost of providing benefits increased, more employers would 
exit the system. 

There are also equity and administrative issues associated with a tax cap that 
need to be carefully assessed. We are concerned that if a cap is to be imposed, it 
not discriminate against individuals by virtue of higher premium costs due to geog- 
raphy, the demographic composition of the group, or because they happen to work 
for a small firm. 

A Public Plan 

ERIC has several serious concerns with the creation of a public plan that would 
compete with the current private marketplace. Although at present we do not know 
how this new plan would be structured, we have profound reservations with the 
prospect of a public plan modeled after Medicare. Medicare does provide an example 
of an efficient, consistent, and fair claims administrator; there are also examples of 
consistent, fair claims administrators among private health plans. Medicare is not, 
however, a sterling example of what a restructured financing system should look 
like. In fact. Medicare has perpetuated some of the cost problems that we have in 
our current health care system by rewarding those who provide more care, regard- 
less of value. 

Our most fundamental concern with a public plan based on Medicare, however, 
is the potential for even greater cost-shifting than exists today. Right now ERIC 
members subsidize the cost of Medicare. This includes both administrative and 
claim costs. One example of the administrative subsidy relates to the fact that Medi- 
care does not pay anything for transaction fees associated with the electronic move- 
ment of claims from providers to Medicare intermediaries. These transaction costs 
are not free. They must be absorbed by other paying customers, including employer 
plans. 

Moreover, according to most providers. Medicare’s reimbursement rates do not 
cover their costs. Contrary to what many people say, these rates are not negotiated, 
they are mandated. Providers argue that in most cases they accept these rates be- 
cause they want to continue treating patients that have been treated all of their 
lives. Hospitals argue that they have no choice. They believe that they survive only 
because they are able to charge higher rates to private plans and other customers. 
In short, the provider shortfall from Medicare is shifted to the private sector, a prac- 
tice that is unacceptable in a reformed system. 

At the end of the day, ERIC’s position is that if a public plan could be fairly fash- 
ioned, it must not be structured in such a way that employer plans end up bearing 
the burden of additional cost shifts. Health care costs are already rising at an 
unsustainable rate. Increased cost-shifting would trigger the warning light that 
causes employers to rethink whether they can afford to provide high-quality health 
care to their employees. An exodus of employment-based plans from the Nation’s 
health care system would diminish the development of practices to improve the 
quality of health care and the pursuit of innovative strategies to bring health care 
costs under control that are core strengths of the emplojnnent-based system. 
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Employee Opt-Outs 

We are also concerned about the adverse selection that would be experienced if 
individual participants in employer-sponsored plans were permitted to opt out of the 
employer plan and into a public plan, especially if the employer were compelled to 
pay for the individual’s participation in the public plan and/or finance any subsidy 
given low-income individuals who opted out. If permitted, an opt-out would under- 
mine the demographic fairness of a large risk pool that is a feature of employer 
plans. Over time, young, healthy employees would seek cheaper coverage outside of 
the employer’s plan, and older, sicker employees would remain in the plan. Eventu- 
ally, employer plans would become havens for employees with the worst risk pro- 
files, and this would be reflected in ever-higher premium costs. At some point, em- 
ployers would no longer be able to provide affordable coverage to their workers. 

Employer Mandates 

Employer mandates, especially their manifestation in the “pay-or-play” penalties 
currently under discussion, have the potential to seriously harm employer-sponsored 
plans. ERIC members generally provide high-quality benefits with generous em- 
ployer contributions; thus, it would appear that a “pay-or-play” requirement would 
have little or no relevance for us. As we have learned from the experience in Massa- 
chusetts, however, this is not always the case, and — as is so often true in life — the 
devil is in the details. For instance, if the employer mandate only required that em- 
ployers offer a set minimum package of benefits to employees that met a specified, 
modest actuarial value, then many — but not all — major employers would meet that 
bar. But if the mandate were to require that all full-time employees were to be cov- 
ered, and full-time were defined as working 25 hours per week, many other employ- 
ers would drop below the bar. If the mandate were to further include no cost-shar- 
ing for prevention or wellness and full coverage of mental health benefits, others 
would drop out. 

Employer mandates by definition restrict our ability to devise and operate health 
care plans that best meet the needs of our employees. Mandates increase costs and 
limit flexibility. Coupled with punitive regulatory regimes, employer mandates will 
discourage employers from continuing to provide quality, affordable health care to 
their employees. This is not an idle threat; one need look no farther than the Na- 
tion’s moribund defined benefit plan system to see the effects of overly complex rules 
and regulations. 

Preemption 

It is absolutely essential that ERISA’s preemption doctrine not be breached. With- 
out the national uniformity made possible by ERISA’s preemption doctrine, large 
multistate employers simply could not offer quality health care coverage to their em- 
ployees. Its importance was recognized by the original sponsors of ERISA as critical 
to ensuring that employers provided sound and secure benefits. Any future legisla- 
tion must continue to accord preemption and national uniformity of regulation a 
similar priority. 

Conclusion 

ERIC is committed to the goal of reforming the Nation’s health care system in 
a responsible manner that will extend health care to those without it and that will 
reverse the current fatal escalation in the costs of health care. Equally important 
is that this reform be accomplished without undermining the system that currently 
offers quality health care to 170 million satisfied Americans. 

ERiC intends to continue to play a constructive role in this debate. 


Statement of The Senior Citizens League 

On behalf of the approximately 1 million members of The Senior Citizens League 
(TSCL), a proud affiliate of The Retired Enlisted Association (TREA), thank you for 
the opportunity to submit a statement regarding health care reform. TSCL consists 
of active senior citizens, many of whom are low income, concerned about the protec- 
tion of their Social Security, Medicare, and veteran or military retiree benefits. 

Our members are very concerned with the rising cost of health care. According 
to a recent survey that TSCL conducted in early 2009, some 41 percent of seniors 
responding said they occasionally cut back on visits to the doctor in the past year 
due to the economy. Another 21% said they “frequently” did so. With skyrocketing 
Medicare premiums and out-of-pocket expenditures, coupled with predictions of no 
cost-of-living adjustment (COLA) for 2010 and 2011, TSCL is highly concerned that 
many seniors, or their caregivers, will be forced to choose between life-saving medi- 
cations or paying for groceries or other bills. 
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Making health care affordable and accessible for all Americans — young and old — 
is of the utmost importance. However, we realize that there is an enormous pricetag 
associated with this vision. President Obama’s Administration presented a “down- 
payment” of approximately $634 billion over the next 10 years in its proposed budg- 
et for fiscal year 2010. Of this total, an estimated $316 billion is expected to come 
from changes to Medicare pa 3 unents and reducing fraud. With this in mind, TSCL 
encourages Members of Congress to support including the following items in any 
health care reform package. 

TSCL and its supporters believe that substantial savings to the Medicare program 
could be gained with a few adjustments to current examples of waste, fraud and 
abuse. Many groups, including the Government Accountability Office (GAO) and In- 
spector General, have reported that the Federal Government is overpaying the 
Medicare Advantage (MA) insurers by about 14% or more. First, payments to Medi- 
care Advantage plans should be reevaluated by Congress. Additionally, the Centers 
for Medicare and Medicaid Services (CMS) should complete drug plan and MA plan 
audits as required by law. Plans should be required to refund overpayments, if any, 
to affected Medicare beneficiaries. 

TSCL also believes that provisions, such as those in Senator Mel Martinez’s (FL) 
Seniors and Taxpayers Obligation Protection (STOP) Act, would prevent the loss of 
billions of dollars from Medicare through prevention of waste, fraud and abuse. For 
example, the GAO estimates that improper payments for Medicare Fee-for-Service 
and Medicare Advantage totaled $17.2 billion in fiscal year 2008. ^ 

TSCL believes that additional savings could result if consumer access to afford- 
able prescription drugs is made possible by Food and Drug Administration 
(FDA) approval of the importation of safe prescription medications from se- 
lected countries. During the 110th Congress, the Congressional Budget Office 
(CBO) estimated that, if enacted. Senator B 3 Ton Dorgan’s (ND) Pharmaceutical 
Market Access and Drug Safety Act would result in a $5.4 billion reduction in direct 
Federal spending for prescription drugs and a $5.2 billion increase in Federal reve- 
nues over 2009-2017. The CBO also estimated that this legislation would reduce 
total drug spending in the United States by $50 billion over 10 years.^ 

TSCL adamantly opposes means testing and encourages Congress and the Admin- 
istration to not expand it to Medicare Part D premiums. Monetary funds from a one- 
time high-income (e.g., property sale, lump sum distribution of a pension account, 
etc.) or retirement savings should not be used to determine higher-income-based 
Medicare premiums for persons who would not normally be required to pay the 
higher fee. Because Part D plan premiums vary tremendously, implementation may 
be extremely difficult. Another challenge that could present itself is protecting bene- 
ficiaries’ sensitive teix information from misuse by private health plans. 

In 2009, approximately 2.2 million affected seniors^ pay at least $38.50 and up 
to $211.90 per month in addition to the standard monthly premium of $96.40.'^ This 
is the first year that beneficiaries pay fully phased-in higher premiums. Despite a 
‘break’ in 2009, the standard Medicare Part B premium has increased from $45.50 
per month in 2000 to $96.40 — that is 111.8%! This percentage does not take into 
account the increases in premiums due to means testing. TSCL is supportive of leg- 
islation that would eliminate the means test applied to Medicare premiums. During 
the noth Congress, Rep. Nita Lowey (NY) introduced H.R. 4330, which would have 
eliminated means testing for Medicare Part B premiums. 

TSCL also supports legislative action that would either reduce or eliminate the 
coverage gap, often referred to as the ‘doughnut hole.’ For 2009, seniors falling into 
the gap must pay $3,454 in out-of-pocket expenses before Part D coverage begins 
again. When premiums, deductibles, and copays are factored in, in premiums, de- 
ductibles, and copays, the beneficiary must spend $4,350 out-of-pocket before cata- 
strophic coverage. Unfortunately, there are few Part D plans that offer gap cover- 
age, and those that do typically cover only generic prescriptions.® The beneficiary 
that takes a brand-name medicine for which there is no generic or that takes a 


1 “Progress Made but Challenges Remain in Estimating and Reducing Improper Payments.” 
Testimony of Kay L. Daly before the Subcommittee on Federal Financial Management, Govern- 
ment Information, Federal Services, and International Security, Committee on Homeland Secu- 
rity and Governmental Affairs, U.S. Senate, April 22, 2009. 

2 “Pharmaceutical Market Access and Drug Safety Act Frequently Asked Questions,” 
www.dorgan.senate.gov/issues/families/rx/faqs/. 

3 “CMS Announces Medicare Premiums, Deductibles for 2009,” CMS, September 19, 2008. 

^ http://www.ssa.gov/pubs/10161.html. March 9, 2009. 

® “Medicare Part D 2009 Data Spotlight: The Coverage Gap,” Kaiser Family Foundation, No- 
vember 2008. 
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costly specialty tier drug is often forced to choose between taking their meds and 
paying for other necessities. 

Senator Bill Nelson (FL) introduced the Medicare Prescription Drug Gap Reduc- 
tion Act of 2009, which, if signed into law, would amend the Medicare portion of 
the Social Security Act to reduce the Part D doughnut hole due to savings resulting 
from negotiated prescription medication prices. The Federal Government would be 
able to do such negotiations under the umbrella of Department of Health and 
Human Services (HHS), with its Secretary acting as a liaison/negotiator. 

Included in the American Recovery and Reinvestment Act of 2009 ® was approxi- 
mately $1.1 billion for Comparative Effectiveness Research (CER). Although lan- 
guage was included that stated CER should not be used by Medicare and private 
insurers to deny care or leave patients with uncovered costs, TSCL believes that 
this should not be overruled by health care reform legislation. Beneficiaries rely on 
Medicare to cover all medically necessary costs. Changing the “medically necessary” 
policy could prevent seniors from getting certain types of care that impose much 
higher new costs on sick patients. 

Take for example virtual colonoscopies. CMS ruled that virtual colonoscopies will 
not be covered because there was “insufficient evidence” to conclude that virtual 
colonoscopy “improves outcomes in Medicare beneficiaries.”'^ However, the public 
may be interested in receiving more information about available treatment options. 
Some patients may find it less invasive and thus be more willing to undergo the 
treatment. On the other hand some specialists say virtual colonoscopies may expose 
patients to more dangerous levels of radiation than conventional methods. This in- 
formation, which is of the greatest use to patients, was never even mentioned in 
general media stories on this coverage decision. 

If taxpayer supported research is made public, it holds the potential to save lives 
and some people may prefer safer forms of treatment when possible. However, TSCL 
fears that without proper oversight, CER could be used by Medicare and private in- 
surers, to deny treatment on the basis of cost-effectiveness — despite the fact that pa- 
tients may not have the same reaction to the same prescribed treatment. As such, 
TSCL recommends that legislators and the Administration ensure that CER is eas- 
ily accessible by the entire U.S. public, and that it is used to help patients and their 
health care providers make informed decisions regarding medical treatment. 

Another concern that many groups, including TSCL, and some legislators have is 
that CER may lead to age-based health care rationing. Presently, there is nothing 
set in stone that mandates limiting health care to persons on the basis that he/she 
is too old to receive such a treatment and should accept the condition as something 
that comes with age. There are, though, hospitals that have adopted a type of health 
care rationing on the basis of their legal status or whether or not the patient has 
an outstanding payment balance.® Extending this practice to senior citizens is some- 
thing that could happen and some argue should happen to help the Federal Govern- 
ment cut costs. TSCL believes that medical treatment should not be denied to any- 
one on the basis of his or her age. Again, CER managed by a Federal health care 
board should be primarily used to help — not deny — care as doctors, patients, and 
their families make informed decisions about the available treatment for that indi- 
vidual. 

TSCL also strongly opposes changes to Medicare that would increase costs for 
beneficiaries. According to a recent TSCL survey, the overwhelming majority of re- 
spondents said they are highly concerned about Medicare reform proposals that 
would increase out-of-pocket costs and at the same time would restrict what Medi- 
care supplements or Medigap plans are allowed to cover. 

Currently, most Medigap plans cover almost all of the deductibles and cost-shar- 
ing. Seniors and the disabled purchase the plans precisely because they need protec- 
tion from the large out-of-pocket costs that Medicare does not currently cover. 

Nevertheless, several budget options to control Federal spending on Medicare, 
cited in testimony in February to the Senate Committee on Finance by the Congres- 
sional Budget Office would: 


® Public Law No. 111-5. 

'^“Cost Effectiveness of Colorectal Cancer Screening With Computed Tomography Colonog- 
raphy,” Medicare and American Cancer Society, April 23, 2007. “Medicare Blow to Virtual Co- 
lonoscopies,” Andrew Pollack, The New York Times, February 13, 2009, http://www.nytimes.com/ 

2009/02/13/health/policy/13colon.html? r=l&scp=l&sq=Medicare%20Blow%20to%20Virtual%20 

Colonoscopies&st=cse. 

s “Rationing Health Care Among the Uninsured: Practice Becomes More Common at U.S. Hos- 
pitals,” Robert Bazell, Chief Science and Health Correspondent, NBC News, February 24, 2004. 
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• Impose a new $500 deductible for an estimated three-quarters of Medicare 
beneficiaries.® 

• Mandate coinsurance for certain services such as home health care that cur- 
rently are not subject to cost sharing. 

• Prohibit Medigap plans from covering the new deductible and restrict plans to 
covering only 50% of cost-sharing. 

Beneficiaries could potentially face up to $2,888 in out-of-pocket expenses (not 
counting premiums) in 2011 and the maximum out-of-pocket would increase every 
year after that.^® 

The Senate Finance Committee recently released a document, Financing Compre- 
hensive Health Care Reform: Proposed Health System Savings and Revenue Options, 
which addressed these same budget proposals to alter Medicare co-insurance cov- 
erage. These proposals would prevent seniors from receiving the full supplemental 
coverage for their Medicare co-insurance and cost-sharing that they pay for and rely 
on today. Increasing out-of-pocket costs for supplemental coverage will only exacer- 
bate the financial problems encountered by seniors who are trying to make ends 
meet and could lead to more hospital admissions if seniors avoid necessary visits 
and screenings. Additionally, the media is full of stories about seniors who have 
been forced to file bankruptcy due to uncovered Medicare costs. 

Seniors and the disabled already spend a larger portion of their incomes on health 
care than younger Americans. Thus, TSCL believes it would be poor policy to fi- 
nance an expansion of health care coverage to younger Americans by shifting higher 
costs to the oldest and sickest family members. 

TSCL also supports extending “hold harmless” protection to beneficiaries who re- 
ceive Medicare Part D. The CBO is predicting no Social Security Cost of Living Ad- 
justment for 2010 and 2011.^1 TSCL is concerned about Medicare drug plan pre- 
miums increasing (in addition to Part B for some beneficiaries) in years when there 
is no Social Security COLA. The “hold harmless” provision prevents the vast major- 
ity of beneficiaries from receiving smaller Social Security checks in years when 
Medicare Part B premiums exceed the COLA. Currently, “hold harmless” protection 
applies only to Medicare Part B as there is no provision protecting the Social Secu- 
rity benefits of those who receive their coverage through Part D and have premiums 
deducted from their benefits. Assuming most drug plans will increase premiums, 
TSCL estimates that at least 6.3 million beneficiaries enrolled in Part D plans 
would see a reduction in Social Security benefits because of the increases. 

TSCL would also support an “emergency COLA,” paid out of Social Security pay- 
roll taxes, to Social Security beneficiaries to offset the increase in Medicare pre- 
miums. This would help to preserve beneficiaries’ current and future buying power 
and potentially lower overall beneficiary Part B premium costs. To prevent inequi- 
ties among beneficiaries TSCL supports an “emergency COLA” for all Social Secu- 
rity recipients. 

The “emergency COLA” could be set at a level that would cover the cost of Part 
B premium increases for beneficiaries. This would potentially mitigate a very stiff 
projected jump in Part B premiums. If no action is taken, Medicare Trustees esti- 
mate that Part B premiums for beneficiaries not covered by the “hold harmless” pro- 
vision would increase from $96.40 per month in 2009 to $104.20 per month in 2010, 
and $120.20 per month in 2011. Providing an “emergency COLA” eliminates the 
need for the “hold harmless” provision for Part B in 2010 and the beneficiary por- 
tion of the cost of premiums could thus be spread over 42.4 million rather than just 
approximately 10 million. 

There are countless additional provisions that will be debated, but one thing re- 
mains certain — beneficiaries should be protected and their health should come first. 
Protecting Medicare for current and future retirees is essential, and TSCL respect- 
fully requests that any proposed changes impacting America’s senior citizens be 
carefully considered. 


® “Options for Expanding Health Insurance Coverage and Controlling Costs,” Statement of 
Douglas W. Elmendorf, Director, Congressional Budget Office, Before the Senate Committee on 
Finance, February 25, 2009. 

i*’ Budget Options Volume I, Health Care, Congressional Budget Office, December 2008. 

Preliminary Analysis of the President’s Budget and an Update of CBO’s Budget and Eco- 
nomic Outlook, Congressional Budget Office, March 2009. 

Medicare Trustees Report, May 12, 2009. 

13 Medicare Premium Withholding, GAO, July 15, 2009. 

1“ Medicare Trustees Report, May 12, 2009. 
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Statement of Larry S. Gage, 

National Association of Public Hospitals and Health Systems 

The National Association of Public Hospitals and Health Systems (NAPH) greatly 
appreciates this opportunity to submit a statement for the record in connection with 
your June 24, 2009 hearing on Health Reform in the 21st Century. Specifically, we 
would like to share with you our comments on the Tri-Committee bill under consid- 
eration at that hearing, with particular attention to the role of NAPH members and 
other safety net hospitals and health systems in a reformed health care system. 

We would like to begin by extending our support to this Committee, as well as 
to the Congress and the Administration, for their historic efforts to reform our Na- 
tion’s health care system. In particular, we support your goal of extending com- 
prehensive health coverage to all Americans. For far too long, tens of millions of vul- 
nerable individuals have been unable to access affordable health care coverage. 
These people not only fail to benefit from the knowledge and care made possible by 
the advances in American medicine, but do not even have ready access to basic pre- 
ventive and primary medical, dental, and behavioral health care. 

We also would like to acknowledge the many sound substantive policies lying at 
the heart of the Tri-Committee bill. The initiatives you have proposed address many 
weaknesses that underlie the existing delivery system, including fragmented care, 
wide disparities in the type and quality of services available to different populations, 
and workforce training that does not align with our system’s needs. NAPH supports 
Congress’ efforts to promote integration and care coordination, to address disparities 
in care, and to invest in primary care training. 

We also deeply appreciate that the Tri-Committee bill preserves critical support 
for safety net hospitals — and in particular Disproportionate Share Hospital (DSH) 
payments — thereby protecting the vulnerable patients that these hospitals serve 
currently and will continue to serve under a reformed system. Just as there is wide- 
spread agreement that health reform should include increased investment in com- 
munity health centers — an approach that NAPH supports — a similar investment in 
ensuring a viable safety net beyond primary care is equally critical. As coverage ex- 
pands, many newly-covered patients will have gone long periods of time without 
care. We can anticipate pent-up demand not only for primary care services, but also 
for resulting specialty and acute care services for which patients are going to need 
to be referred. Strong community health centers and safety net hospitals will both 
be required to provide newly-insured and other vulnerable groups with meaningful 
access to health care. 

We would like to focus our testimony on the role of safety net hospitals under 
health reform. Simply stated, America will continue to depend on safety net hos- 
pitals and health systems even if we are able to extend health coverage to all. Mas- 
sachusetts health reform was premised on the belief that the need for safety net 
hospitals would decline once health reform took hold. Policymakers had assumed 
that when previously-uninsured individuals enrolled in the new coverage options, 
they would begin using a broader network of providers and that the new insurance 
payments would encourage competition for these patients. This assumption proved 
false, these patients have continued seeking care at safety net hospitals, and the 
State has scrambled to find new support for these providers before the unforeseen 
losses arising out of health reform completely undermine the State’s health care 
safety net. 

This statement will briefly describe NAPH, and then will address the following 
four topics: 

• The role of safety net hospitals and health systems in health reform, including 
the use of coordinated care networks. 

• The ongoing need for DSH payments under health reform. 

• Graduate medical education. 

• Other Medicare payment issues. 

NAPH 

NAPH members include over 140 of the Nation’s largest metropolitan area safety 
net hospitals and health systems. Located across the county, our members include 
hospitals and systems such as the Alameda County Medical Center, Hurley Medical 
Center, and the New York City Health and Hospitals Corporation. These systems 
have traditionally served as the primary source of care for many low-income popu- 
lations, including Medicaid recipients, patients unable to access insurance, and indi- 
viduals who find their health coverage inadequate. On average, roughly 60 percent 
of patients served by NAPH members are enrolled in Medicare and Medicaid, and 
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another 20 percent are uninsured. Although NAPH members account for only 2 per- 
cent of hospitals nationwide, they provide 20 percent of the Nation’s uncompensated 
hospital care. The amount of uncompensated care provided by NAPH members has 
increased significantly in the last year due to the economy, underscoring the need 
for comprehensive health reform that provides meaningful coverage and access to 
care to all Americans. In the last quarter of 2008, NAPH members experienced a 
10 percent increase in uncompensated care costs compared to the same quarter of 
2007, an average per-hospital increase of $3 million. 

The Role of Safety Net Systems in Health Reform 

Enacting comprehensive health reform legislation will be only the first step to 
achieving universal coverage. The Tri-Committee bill does not envision full coverage 
initiatives commencing until 2013, and the health reform initiatives of Massachu- 
setts, Maine, Vermont and others confirm that the process of expanding health cov- 
erage to all Americans will take several years. During this time, the need for safety 
net hospitals likely will expand, rather than contract. In fact, any coverage expan- 
sion’s success will hinge, in part, on using safety net hospitals and health systems 
to engage low-income and other hard-to-reach populations, ensuring that these indi- 
viduals take advantage of the new, affordable coverage opportunities. 

During the transitional years, safety net hospitals will continue providing high- 
quality services to all those seeking care, regardless of insurance status. Many peo- 
ple likely will remain uninsured during health reform’s initial years, and safety net 
systems likely will continue treating a disproportionate number of these patients. 

Given safety net health systems’ uninsured volumes, they also are uniquely posi- 
tioned to facilitate enrolling the uninsured into new coverage vehicles. To the extent 
that health reform expands Medicaid eligibility in certain States, those States likely 
will rely on safety net hospitals to identify newly-eligible patients. Safety net hos- 
pitals also will serve as entry points for individuals not eligible for public coverage, 
but who can enroll in subsidized and unsubsidized private coverage. Given our 
members’ deep knowledge of their patients’ unique needs, safety net health systems 
will be able to facilitate enrollment in the most suitable plans, whether that be Co- 
ordinated Care Networks (described below) or other plans offered by private or non- 
profit insurers through the Health Insurance Exchange. 

Coordinated Care Networks (CCNs) have the potential to serve as a vehicle for 
transitioning to a reformed health care system and for ensuring that the newly-in- 
sured receive ongoing care that addresses their unique needs. Attached to this state- 
ment is NAPH’s proposal to develop CCNs. CCNs would be integrated health care 
delivery systems for low-income populations, voluntarily formed by public and pri- 
vate safety net providers. CCNs would provide support for integrated delivery sys- 
tems to coordinate the full range of care — primary care to hospital and post-acute 
care — for low-income individuals and families, including Medicaid patients. Medi- 
care beneficiaries (including dual eligibles), the uninsured and those who may be 
newly covered under health reform. CCNs would focus on improving both quality 
and efficiency of care for these vulnerable patient populations, and would ensure 
that their enrollees continue to have a range of necessary “wrap-around” support 
services that may not be needed by the rest of the population. Given the high costs 
associated with treating low-income and other targeted populations, safety net sys- 
tems, through CCNs, also would be prime testing grounds for incentives to improve 
quality and efficiency. 

As proposed, CCNs would be public or private nonprofit legal entities representing 
consortia of safety net providers, such as public hospitals, federally qualified health 
centers, children’s hospitals and others. They would be eligible to contract directly 
with various payers under health reform to provide integrated care to their respec- 
tive enrollee populations. CCNs could also, at their option, choose to offer or develop 
health plans built around their network and contract with Medicare, Medicaid, 
CHIP, or the newly-formed Exchange. 

In many ways, CCNs would deliver the services already available through safety 
net systems. Our proposal, however, would provide a needed national framework to 
recognize integrated, multi-provider networks and systems already developed by 
safety net providers in many parts of the country, and to develop and extend their 
“best practices” for care coordination to other communities. They would work in con- 
cert with many of the other important initiatives included in the Tri-Committee bill, 
such as accountable care organizations and medical homes. Quality can be improved 
and costs reduced by getting patients to the right place, at the right time, with the 
right level of care, with the right provider, with the right outcomes, and the right 
financial incentives. Through CCNs, the Federal Government would have a mecha- 
nism through which to encourage this sort of integration and coordination. NAPH 
developed this proposal from successful models implemented by several safety net 
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hospitals, including ones from south Florida to New York City, San Francisco 
to Richmond, Virginia. Based on the success of these models, we urge you to con- 
sider incorporating the concepts imbedded in this proposal into your health reform 
efforts. 

Finally, safety net systems will continue their leadership in addressing disparities 
in health, access, and quality often faced by low-income and minority populations. 
NAPH members, including the University of California Davis Health System and 
Nassau County Medical Center in New York, have devoted significant resources to 
create proOTams that target disparities in care. Denver Health’s experience dem- 
onstrates that disparities can be eliminated. Seventy percent of Denver Health’s pa- 
tients are members of minority groups. Yet a recent study in the Journal of Urban 
Health found that at Denver Health, disparities in care did not exist among racial 
or ethnic groups for the likelihood of receiving various cancer screenings and having 
properly managed chronic conditions. NAPH supports the requirement that all plans 
participating in the Exchange would have to provide culturally and linguistically ap- 
propriate services and communications, a first step towards broadly eliminating dis- 
parities. We also support your proposal to increase Medicaid funding for translation 
services. 

The Ongoing Need for DSH Payments 

NAPH strongly endorses the DSH policy reflected in the Tri-Committee bill. Both 
Medicare and Medicaid DSH payments will continue at their current levels into the 
foreseeable future, with HHS reporting on both programs by July 1, 2016. 

Federal and State governments have a significant interest in ensuring the ongoing 
viability of safety net hospitals in a reformed health care system. Large numbers 
of low-income and other vulnerable patients will continue relying on safety net hos- 
pitals, as will the general population. Many newly-covered patients, as well as low- 
income patients already with health coverage such as Medicare, will continue seek- 
ing the specialized care that these hospitals provide. Many NAPH members offer 
wraparound services designed to address vulnerable populations’ unique needs, such 
as translation, transportation, and social work services. Similarly, even with a goal 
of coverage for all Americans, many are likely to continue falling through the 
cracks, remaining uninsured and underinsured post-health reform. For example, the 
Congressional Budget Office estimated that upwards of 33 million Americans would 
remain uninsured under the Health, Education, Labor and Pensions (HELP) Com- 
mittee’s portion of the Senate’s health reform legislation. Even in Massachusetts, 
the uninsured rate continues to hover around 2.6 percent. Some groups, particularly 
undocumented aliens, simply will not be eligible for coverage under health reform, 
and will continue seeking care at safety net systems. For these reasons, safety net 
hospital uncompensated care costs may remain relatively high compared to other 
hospitals’ post-health reform. 

The virtual certainty that many low-income patients will continue seeking care 
at safety net hospitals means that Congress will need to maintain existing levels 
of Medicare DSH support. We appreciate your decision to maintain Medicare DSH 
payments. Congress originally established the Medicare DSH program to offset the 
heightened costs associated with treating large numbers of low-income Medicare pa- 
tients. Over the years. Congress acknowledged that Medicare DSH also helps ensure 
access to care for vulnerable patients, including low-income Medicare beneficiaries. 
The Tri-Committee bill acknowledges that Medicare DSH has been extended to also 
support hospitals’ uncompensated care burden by requiring a report on the distribu- 
tion of Medicare DSH as it relates to hospital uncompensated care. In Massachu- 
setts health reform, safety net hospital systems provided more care to low-income 
patients post-reform and were reimbursed significantly below costs for that care (60 
to 70 percent of costs). Including inpatient and outpatient care, NAPH members lose 
money on treating Medicare patients, so we believe that the need for Medicare DSH 
will continue after reform has been implemented. 

NAPH supports your decision to maintain existing Medicaid DSH payments, too. 
Medicaid DSH is critical for safety net hospital’s financial stability, directly reim- 
bursing uncompensated care expenses and any Medicaid shortfalls. Although we 
support your use of Medicaid as a building block to reform, we expect shortfalls as- 
sociated with this program to worsen unless States improve their payment rates. 
We also urge you to extend the 340B program to the inpatient setting, which should 
further reduce costs associated with treating this population and provide savings to 
safety net hospitals and the Medicaid program. 

In summary, NAPH strongly supports the approach to both Medicare and Med- 
icaid DSH outlined in the Tri-Committee bill — rejecting arbitrary predetermined 
cuts in DSH and establishing a thoughtful process by which the DSH programs can 
be restructured once health reform is fully implemented and only after hospital 
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losses on the low-income and uninsured populations are substantially reduced. 
NAPH thanks the Committee for its ongoing support for DSH and its deep under- 
standing of the important role played by safety net hospitals in securing access to 
care for low-income, vulnerable populations. 

Graduate Medical Education 

NAPH supports the Tri-Committee bill’s multi-pronged approach toward strength- 
ening our health professional workforce, and its clear recognition of workforce devel- 
opment’s prominent role in health reform. Our current graduate medical education 
(GME) infrastructure fails to train an adequate number of primary care physicians. 
We face impending shortages in many other health professions, particularly nursing 
(although the nursing crisis has been delayed by the ongoing recession). Large areas 
of the country remain underserved, and only through gap-filling programs like the 
National Health Service Corps are we able to ensure that residents in these areas 
have access to basic medical care. 

One pressing need is to train more physicians, particularly primary care physi- 
cians. Health care reform may aggravate the need for physicians in certain areas, 
as seen in Massachusetts where health reform has demonstrated the need for pri- 
mary care physicians to serve the newly insured. Eighty-five percent of NAPH mem- 
bers are teaching institutions, and their diverse patient populations ensure that 
physicians training at their facilities learn to deliver culturally competent care and 
to treat the specialized needs of minority and other vulnerable populations early in 
their careers. 

NAPH was pleased to see that the Tri-Committee bill did not propose funding a 
coverage expansion with reductions to Medicare or Medicaid GME payments. Rath- 
er, your bill strengthens these programs by enabling increased training in the out- 
patient setting and codifying Medicaid’s role in funding GME. Funding for GME ac- 
tivities comes almost exclusively from public payors. Medicare makes direct GME 
(DGME) payments for direct training costs, including salaries for residents and su- 
pervising physicians, and indirect medical education (IME) payments compensate 
teaching hospitals for the increased cost of providing care in teaching hospitals. 
Many Medicaid programs include either DGME or IME payments or both to pay 
Medicaid’s share. Private insurance rarely makes specific DGME or IME payments. 
With little other support for their teaching mission. Medicare and Medicaid GME 
payments are essential to safety net teaching hospitals. 

NAPH urges the Committee to consider expanding the overall number of physi- 
cians trained annually. This country suffers not only from shortages of certain types 
of practitioners, particularly in primary care, but, in many areas, from an overall 
shortage of practicing doctors. Your proposal to redistribute unused GME positions 
to fund new primary care positions is a good first step. However, we urge the Com- 
mittee to consider more sweeping proposals, such as the one introduced by Rep- 
resentative Schwartz, that would increase the overall number of funded GME posi- 
tions. 

Other Medicare Payments 

NAPH is pleased that the Tri-Committee bill includes a permanent fix to Medi- 
care physician payments. The current payment system, which requires temporary 
‘patches’ on an annual basis, does injustice to the many physicians who devote their 
time and energy to treating Medicare beneficiaries. 

NAPH urges this Committee to exercise utmost caution prior to making other sig- 
nificant changes to Medicare hospital payments. On average, 23 percent of the inpa- 
tient services provided by NAPH members is to Medicare beneficiaries. These pa- 
tients account for 20 percent of our members’ revenues, a significant amount, albeit 
relatively lower than many other hospitals’. We are concerned that several of the 
provisions in the Tri-Committee bill may result in significant reductions to Medicare 
payments. In particular, we are concerned that the proposed productivity adjust- 
ment to the market basket increase may result in extremely low payment updates. 
This adjustment, coupled with CMS’ proposal to further reduce inpatient payments 
over the next 3 fiscal years, may even result in negative payment updates. We also 
are concerned about the scope of the proposed readmissions policy, and urge the 
Committee to work with the industry to refine it. We thank you, however, for pro- 
viding additional support to high-DSH hospitals to address patient noncompliance 
with discharge instructions. 

NAPH thanks you for your monumental reform effort and looks forward to con- 
tinuing to work with you to see meaningful health care reform happen this year. 
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Coordinated Care Networks: 

Delivery System Reform for Vulnerable Populations 

Proposal of The National Assoeiation of Public Hospitals and Health Systems 

June 3, 2009 

I. OVERVIEW OF PROPOSAL 

The National Association of Public Hospitals and Health Systems (NAPH) 
asks the Congress to include in national health reform legislation a provi- 
sion extending explicit Federal recognition of Coordinated Care Networks 
(CCNs). 

CCNs would be integrated health care delivery systems voluntarily formed by 
public and private safety net providers. This proposal would provide a needed na- 
tional framework to recognize integrated, multi-provider networks and systems al- 
ready developed by safety net providers in many parts of the country, and to develop 
and extend their “best practices” for care coordination to other communities. 

A number of integrated safety net delivery systems have made significant strides 
toward coordinating care for their vulnerable patient populations, including safety 
net networks in communities from south Florida to New York City, San Francisco 
to Richmond, Virginia. 

The goals of the proposed CCN program would be multi-faceted: 

• To provide support for integrated delivery systems to coordinate the full range 
of care — from primary care to hospital and post-acute care — to low-income indi- 
viduals and families, including those who may be newly covered under health 
reform. 

• To provide mechanisms for improving both quality and efficiency of care for 
such vulnerable patient populations. 

• To provide a range of necessary “wraparound” support services for these popu- 
lations that may not be needed by the rest of the population. 

• To provide networks of safety net services for those individuals who may con- 
tinue to fall through the cracks following implementation of health reform, and 

• To provide ways under health reform to continue to ensure the availability of 
communitywide safety net services, such as emergency and trauma care, needed 
by everyone. 

This proposal should be a companion provision to current delivery system reforms 
under consideration by Congress, such as Accountable Care Organizations. 

H. ELEMENTS OF CCN PROPOSAL 

While it is important to provide sufficient flexibility to enable CON’S to be 
responsive to the specific needs of their communities, the establishment of 
national guidelines as part of health reform will greatly enhance the ability 
of such systems to meet the goals set out above. 

Networks and CCN Health Plans. Federal law would authorize CCNs to be es- 
tablished (on a voluntary basis) as public or private nonprofit legal entities rep- 
resenting consortia of safety net providers, such as public hospitals, federally quali- 
fied health centers, children’s hospitals and other providers. CCNs would be eligible 
to contract directly with various payers under health reform to provide integrated 
care to their respective enrollee populations. CCNs could also, at their option, choose 
to offer or develop health plans built around their Network that could contract with 
Medicare, Medicaid, and the Children’s Health Insurance Program (CHIP), and par- 
ticipate in the Exchange. 

Federal Criteria. The Secretary would be authorized to develop a set of criteria 
that a provider network would have to meet in order to be certified as a CCN. 
NAPH’s proposal would link CCN certification to additional support funding (de- 
scribed in the discussion of payment below), providing a significant incentive for ex- 
isting and new hospital systems to commit to providing a scope of services and in- 
corporating innovations that HHS determines are critical to improving the delivery 
system for vulnerable patients. Examples of such criteria may include: 

Comprehensive Range of Services 
Enhanced Support for Primary Care 
Coordination Between Primary and Specialty Care 
Comprehensive Care Management 
Community-Based, Accessible Care 
Assurance of Emergency Care 
Outreach and Enrollment 
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Prevention and Wellness Care 
Transitional Care 
HIT Requirements 
Accountability Requirements 

Vulnerable Population Focus. The proposed provision would encourage the de- 
velopment of CCNs in communities whose residents include significant numbers of 
low-income individuals and families and other vulnerable patient populations that 
suffer from inadequate access to care and disparities in their health status. Poten- 
tial target populations include: low-income newly insured, residual uninsured, Med- 
icaid and Chip enrollees, low-income Medicare beneficiaries and individuals who 
are dually eligible for Medicaid and Medicare. 

Comprehensive Range of Services. To receive a Federal CCN designation, 
CCNs would be required to offer a comprehensive range of primary, specialty and 
acute care services, as well as support services (such as nutritional counseling, 
transportation, language services, and other social services), consistent with broad 
Federal requirements. The precise scope of services would be defined by each CCN 
and approved by the Federal Government, allowing for variation by CCN and by 
community to meet local needs. Specialized CCNs might be developed to provide a 
set of services tailored to meet the needs of specific populations, such as the chron- 
ically ill, Medicare-Medicaid dual eligibles, or migrant workers. 

Payments for Services. The proposed provision would authorize a range of ways 
in which payments could be made for services provided by CCNs, which could vary 
by program and by population. Health Exchange plans could negotiate market rate 
reimbursement for CCN services they cover, but to the extent that a CCN’s feder- 
ally-approved scope of services exceeds the services covered by a plan, the CCN 
would receive Federal wraparound payments to provide these noncovered services 
to Network patients. CCNs would receive case management services payments and 
could develop innovative payment incentive systems, for example to share in cost- 
savings with Exchange plans or public payers. EQHCs participating in CCNs would 
continue to receive FQHC payments from public payers. CCNs also would receive 
Eederal payments to provide services to those who remain uninsured. 

Added Value. CCNs would be required to demonstrate their value in a reformed 
system by participating in quality reporting, quality-based incentive payments and 
other quality initiatives. Demonstration programs could test innovative payment 
mechanisms and deliveiy system designs, with successful demonstrations rapidly 
expanded and unsuccessful ones terminated. 

Start-Up Funding. Direct grants and contracts would be made available for 
start-up and capital (including HIT) necessary to meet the certification require- 
ments to ensure adequate availability of CCNs. 

Creation of a HHS Coordinated Care Network Center. NAPH proposes cre- 
ation of a Center that would certify CCNs, provide ongoing technical support, share 
CCN best practice models, and evaluate the effectiveness of the CCN model and re- 
lated demonstrations. 

III. PROJECTED POPULATIONS SERVED 

NAPH projects that a range of important populations would be served 
under this proposal whose needs (and communities) may not otherwise be 
adequately addressed under health reform. 

Those populations could include: 

• Newly insured. CCNs could ensure continuity of care and sufficient support 
services so that coverage translates into actual access by contracting with Ex- 
change plans or creating their own Exchange plans. Exchange Plans that re- 
ceive premium subsidies for low-income enrollees should be required to contract 
with CCNs operating in their geographic region, unless a CCN declines to par- 
ticipate or places unreasonable conditions upon its participation. 

• Current Uninsured During Transition. CCNs could serve a critical role in assist- 
ing their transition into a reformed health care system by beginning to imple- 
ment delivery system reforms, providing care management and improving care 
for these low-income populations. 

• Medicaid and CHIP. CCNs could serve Medicaid and CHIP populations either 
as providers or by forming CCN health plans and participating as managed care 
plans. If these populations are moved into Exchange plans, Medicaid and CHIP 
programs could also contract with CCNs and CCN health plans for certain 
wraparound services, such as EPSDT services. 
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• Dual Eligibles. CCNs, in particular those with a specialized scope of services 
(such as for treating people with chronic disease or long-term care CCNs) could 
serve as a basis for innovation and experimentation in providing care to the 
chronically ill in this population. 

• Medicare. CCNs could continue to serve Medicare patients as a unique provider 
type and CCN health plans could participate in the Medicare Advantage pro- 
gram. CCNs could also play a role in bringing the uninsured who would qualify 
for any temporary Medicare buy-in into the health care system and providing 
critical care coordination for this population known to suffer from a higher bur- 
den of multiple chronic diseases. 

• Remaining Uninsured. CCNs could be a vehicle to provide cost effective, afford- 
able care to the remaining uninsured after reforms are fully implemented and 
to provide continuous care to those who cycle on and off coverage due to admin- 
istrative obstacles or for other reasons. 
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